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· United · States and the peoples· of the other 
American Republics and the Philippines, so 
as to provide for the interchange of persons, 
knowledge, and skills between the people of 
the United States and the peoples of other 
countries; to the Committee on Foreign 
Affairs. 

By Mr. ENGLE of California: 
H. R. 3836. A b1ll to repeal an act which 

· withdrew certain public lands of the United 
States in the State of California from settle­
ment; to the Committee on the Public Lands. 

By Mr. HUBER: 
H. R. 3837. A bill -to provide for the amend­

ment of the Fair Labor Standards Act of 
1938, and for other purposes; to the Com­
mittee on Labor. 

By Mr. MORRISON: 
H. R . 3838. A bill to provide for the dis­

charge from the armed forces of persons who 
have lost two or more brothers or sisters in 
the present war; to the Committee on Mil­
itary Affairs. 

By Mr. PRICE of Illinois: 
H. R. 3839. A bill to provide for the amend­

ment of the Fair Labor Standards Act of 1938, 
and for other purposes; to the Committee on 

·Labor. 
By Mr. REED: 

H. R. 3840. A bill to provide for veterans' 
advisers in the various internal revenue dis­
tricts; to the Committee on Ways and Means. 

By Mr. HOOK: 
H. R. 3841. A bill to provide for the amend­

ment of the Fair Labor Standards Act of 1938, 
and for other purposes; to the Committee on 
Labor. 

By Mr. KEOGH: 
H. R. 3842. A bill to amend the act entitled 

"An act to prohibit the unauthorized wear­
ing, manufacture, or sale of medals and 
badges awarded by the War Department," as 
amended; to the Committee on Military 
Affairs. · 

By Mr. MANSFIELD of Montana: 
H . R. 3843. A bill to provide for the disposi­

tion of tr.Ibal funds of the Confederated 
Salish and Kootenai Tribes of Indians of the 
Flathead Reservation in Montana; to the 
Committee on Indian Affairs. 

By Mr. O'TOOLE: 
H. R. 3844. A bill to provide for the ·amend­

ment of the Fair Labor Standards Act of 1938, 
and for other purposes; to the Committee on 
Labor. 

By Mr. SNYDER: 
·H. R. 3845. A bill to amend the Public 

Health Service Act to authorize grants to the 
Stat es for surveying their hospitals and pub­
lic-health centers and for planning construc­
tion of additional facilities, and to authorize 
grants to assist in such construction; to the 

· Committee on Interstate and Foreign Com­
merce. 

By Mr. MARTIN of Massachusetts: 
H. J. Res. 231. Joint resolution proposing 

an amendment to the Constitution so as to 
· make ex-Presidents of the United States 
Members of the Senate; to the Committee 
on the Judiciary. . 

By Mr. JARMAN: 
H. Res. 330. Resolution authorizing the 

Special Committee on Postwar Economic 
Policy and Planning of the House of Repre­
sentatives to have printed for its use addi-

. tional copies of part 5 of the hearings held 
before. said special committee during the sec­
ond session of the Seventy-eighth Congress 
and the current session; to the Committee on 
Printing. · 

PRIVATE BILLS AND RESOLUTIONS 

Under clause 1 of rule XXII, private 
bills and resolutions were introduced and 
severally referred as follows: 

By Mr. CHURCH: 
H. R. 3846. A bill for the relief of Lt. Sam­

uel Adams Lynde, United States Navy; to 
the Committee on Claims. 
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. By Mr. MORRISON: 
H. R. 3847. A bill for the relief of Saul or 

Solly Magdoff; to the Committee on Im­
. migration and Nationalization. 

By Mr. POAGE: 
H. R. 3848. A bill for the relief of the legal 

guardian of Johnnie Pollock, a minor; to the 
Committee on Claims. 

By Mr. WALTER: 
H. R. 3849. ·A bill for the relief of Fran­

cisco Cozzolino; to the Committee on Immi­
gration and Naturalization. 

By Mr. WHITE: 
H. R. 3850. A bill for the relief of L. G. 

Chimenti; to the Committee on Claims. 

PETITIONS, ETC. 

Under clause 1 of rule XXII, petitions 
and papers were laid on the Clerk's desk 
and referred as follows: 
· 1095. By Mr. ADAMS: Petition of Berlin 
(N.H.) Aerie, Fraternal Order of Eagles, ask­
ing that January 31 be declared a national 
holiday; to the Committee on the Judiciary. 

1096. By Mr. COCHRAN: Petition of Mr. 
A. L. Morrison and 310 other citizens of Mis­
souri, protesting against the passage of any 
prohibition legislation by the Congress; to 
the Committee on the Judiciary. 

1097. Also, petition of Mr. F. M. O'Brien 
and 311 other citizens of Missouri, protesting 
against the passage of any prohibition legis­
lation by the Congress; to the Committee on 
the Judiciary. · 

1098. By Mr. MOTT: Petition signed by 
Mrs. Effie M. Wright and 59 other citizens of 
Philomath, Oreg., urging enactment of the 
Bryson bill, H. R. 2082; to the Committee on 
the Judiciary. 

1099. Also, petition signed by Mrs. Harry 
Rushold and 22 other citizens of Clackamas 
County, Oreg., urging enactment of the 
Bryson bill, H. R. 2082; to the Committee on 
the ~udiciary. 

SENATE 
THURSDAY, JULY 19, 1945 

(Legislative day ot Monday, July 9, 1945) 

The Senate met at 11 o'clock a. m., on 
the expiration of the recess. 

Rev. Harry L. Bell, D. D., minister, 
· Columbia Heights Christian Church, 
Washington, D. C., offered the following 
prayer: 

Our Father and our God of infinite 
mercies, it is from Thee that all things 

_come. Thou givest power to the faint 

-even the unlovable. Purge us of selfish 
interests. 

We pray for the President of the United 
States. Grant unto him this very day 
Thy divine wisdom and guidance. We 
pray for our sons and daughters who, 
from dawn to dusk, are struggling to save 
the precious treasures w.e hold sacred. 
As they face the hardships before them 
this day, give a promise to every tear 
and a blessed assurance to every doubt. 

Bless the homes represented in this 
Senate Chamber, and every home in our 
land, with the assurance that Thou art 
ever and always near us. Through 
Jesus Christ our Lord. Amen. 

THE JOURNAL 

On request of Mr. BARKLEY, and by 
unanimous consent, the reading of the 
Journal of the proceedings of the calen­
dar day Wednesday, July 18, 1945, was 
dispensed with, and the Journal was 
approved. 

MESSAGE FROM THE HOUSE 

A message from the House of Repre­
sentatives, by Mr. Chaffee, one of its 
reading clerks, announced that the House 
had passed the following bills, in which 
it requested the concurrence of the 
Senate: 

H. R. 603. An act to permit the United 
States to be made a party defendant in cer­
tain cases, and for other purposes; 

H. R. 3111. An act to amend the act ap­
proved January 2, 1942, as amended, ap­
proved April 22, 1943, entitled "An act to 
provide for the prompt settlement of claims 
for damages occasioned by Army, Navy, and 
Marine Corps forces in foreign countries"; 
and 

H. R. 3749. An act to amend the Service­
men':l Readjustment Act of 1944 to provide 
for readjustment allowance for all veterans 
of World War ll. 

THE POLISH QUESTION-cORRESPOND­
ENCE WITH STATE -DEPARTMENT 

Mr. VANDENBERG. Mr. President, I 
ask unanimous consent to have printed 
in the RECORD at this point an exchange 
of letters with the State Department re­
garding our American obligations under 
the Yalta agreement with respect to free 
elections and subsequent developments 
of independent government in Poland. 

There being no objection, the corre­
spondence was ordered to be printed in 
the RECORD, as follows: 

JULY 9, 1945. 
_and to him that hath no might. Thou Hon. JosEPH c. GnEw. 
increaseth strength. In Thee we live and Under Secretary of State, 
move and have our being. They that Washington, D. C. 

MY DEAR MR. SECRETARY: In the absence of 
wait for Thee renew their strength; they the Secretary, I take the liberty of addressing · 
mount up with wings as eagles; they run, this inquiry to you. 
and are not weary; they walk, and faint It is clear that the settlement of the Polish 
not. question thus far made is inadequate and 

We would be building here, 0 Father, unconvincing to millions of our citizens, 
a righteous and reverent nation. De- among whom I may say that I am numbered. 
part not from us. . Leave us not to our There still seems to be no clear assurance 
own devices. We came to this land to that the Polish people will themselves have 

the final opportunity of untrammeled self-
follow after Thee as our conscience did determination under this new provisional 
lead us. We built houses of worship in government which is imposed upon them by 
remote wildernesses and in busy city Britain, Russia, and the United States, within 
streets. We are a God-fearing people, Polish boundaries similarly dictated by these 
0 God. Make us worthy of Thee and external powers. 
Thy continued blessings. I wish to inquire whether our responsibil-

Our Heavenly Father, the earth is con- · 1ty under the Yalta agreement is presumed 
to have been discharged by the creation of 

vulsing with confticts ·Of upheavals and this new provisional government or whether 
· death. In a world of strife and bitter- · the three-power obligation continues until 
-ness, teach us, Q God, · how to love . the promised "free eiections" have actually 
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occurred? II t h e obligation continues, as 
Fould seem to be our own unavoidable share 
of this responsibility, I wish to ask the fol­
lowing questions: 

1. When the new provisional government 
begins to operat e, will the- United States be 
permitted to send full diplomatic and con­
sular representatives into Poland? 

2. Will the American press be permitted 
to send its uncensored correspondents into 
Poland? 

3. Will the United States participate, on an 
equality with the other powers, under their 
Yalt a obligation, in a general supervision of 

· these "free elections" to make certain they 
are "free" in fact as well as name? 

I am sure you will agree that we cannot be 
guilty of default in any of these directions; 
and that the greatest measure of realistic 

• self-det ermination for the Polish people, in­
c:uding the members of the Polish Army 
which has ple..yed such an heroic part in our 
victory over the Axis, is the only course con­
sistent with the Atlantic Charter, the Moscow 
declaration, the Yalta agreement, and the 
San Francisco Charter. I respectfully urge 
that the full weight of our American influ­
ence should be exerte-d in behalf of final de­
terminations which will clearly serve the 
ends of just ice in behalf of Poland, not only 
for the sake of Poland but also for the sake 
of all the great powers concerned (and our 
unity) and for the sake of the international 
peace and security which we are unitedly 
seeking to stabilize. 

I shall welcome any information you can 
give me upon this subject in response to my 
questions. 

With sentiments of great respect and with 
warm personal regards, I beg to remain, 

Cordia~ly and faithfully, 
. A. H. VANDENBERG. 

DEPARTMENT OF STATE, 
Washington, July 17, 1945. 

The Honorable ARTHUR H. VANDENBERG, 
United States Senate. 

MY DEAR SENATOR VANDENBERG: I have re­
ceived your letter of July 9, 1945, in which you 
raise several questions concerning the new 
Polish Provisional Government of National 
Unity, recently established in Warsaw, and 
the United States Government's policy to­
ward that government. For greater con­
venience to you, I have considered indi­
vidually, in the order of their appearance in 
your letter, your several statements and 
questions: 

1. "There still seems to be no clear assur­
ance that the Polish people will themselves 
have the final opportunity of untrammeled 
self-determination under this new Provi­
sional Government which is imposed upon 

- them by Br~tain, Russia and the United 
States, within Polish boundaries similarly 
dictated by these external powers." 

Since tl+e rival Polish groups in Poland and 
in London were unable to settle their dif­
ferences, it was decided at Yalta to set up a 
commission, composed of Mr. Molotov, 
people's commissar for fore ign affairs of the 
U. S. S. R., Sir Archibald Clark-Kerr, British 
Ambassador to the U. S. S. R., and Mr. W. 
Averell Harriman, American Ambassador to 
the U S. S. R., which would be empowered 
to bring these groups together in order that 
members of the Polish ProviSional Govern­
ment then functioning in Warsaw and other 
Polish democratic leaders from within Poland 
and from abroad could consult with a view 
to the reorganization of the Provisional Gov­
ernment on a broader democratic basis, and 
the formation of a new Polish Provisional 
Government of National Unity with which 
the Governments of the United States, the 
United Kingdom and the Sovie' Union could 
establish diplomatic relations. Arrange­
ments were finally made to bring the three 
groups <;>f Poles together and they met in 
Moscow between June 17 and June 21 to dis­
cuss the composition of the new government. 
On June- 21 the leaders informed the Com-

mission established by the Crimea Conference 
that complete accord had been reached by 
them regarding the formation of a new Polish 
Provisional Government of National Unity. 
After studying the report submitted by the 
Polish leaders, the three Commissioners con­
cluded that the Polish groups represented had 
set up a government in conformity with the 
Crimea decisions. The Commission's decision 
was accepted by the Governments of the 
United St ates, the United Kingdom and the 
Soviet Union. 

Thus, since this Government was set up by 
the Poles themselves, the new Government 
was not imposed upon the Polish people by 
the United States, Great Britain, and the 
Sov'et Union. 

2. "I wish to inquire whether our responsi­
bility, under the Yalta agreement, is pre­
sumed to have been discharged by the crea­
tion of this new Provisional Government or 
whether the three-power obligation continues 
until the promised free elections have ac­
tually occurred?" 

The formation of the new Polish Provi­
sional Government of ,National Unity con­
stituted a positive step in the fulfillment of 
the Crimea decisions. The decisions will be 
further implemented when the new Govern­
ment carries out its pledge to hold free and 
unfettered elections as soon as possible on the 
basis of universal suffrage and the secret bal­
lot. In this connection the Crimea deci­
sions also provide that the Ambassadors in 
Poland of the three ·powers shall keep their 
respective Governments informed about the 
situation in Poland. It is clear, therefore, 
that the creation of the new Government does 
not alone discharge us from the responsibili­
ties we assumed at Yalta. 

3. "When the new Provisional Government 
begins to operate, will the United States be 
permitted to send :full diplomatic and consu­
lar representatives into Poland?" 

Mr. Osubka-Morawski, Prime Minister of 
the new Polish Provisional Government of 
National Unity, in his message to President 
Truman requesting the establishment of 
diplomatic relations with his Government 
stated: 

"I have the honor in the name of the Pro­
visional Government of National Unity to 
approach the Government of the United 
States of America with a request for the 
establishment of diplomatic relations be­
tween our nations and for the exchange of 
representatives with the rank of Ambassa­
dor." 

On the basis of the assurances given by 
the United States at the Crimea Conference, 
President Truman established diplomatic re­
lations with the new Government and in­
formed the Prime Minister that he had cho­
sen as Ambassador Extraordinary and Pleni­
potentiary to Poland the Honorable Arthur 
Bliss Lane. Ambassador Lane and initial 
members of his staff are making arrange­
ments to proceed to warsaw as soon as pos­
sible and thus, in accordance with the 
Crimea decisions, the Ambassador will be 
in a position to keep this Government "in­
formed about the situation in Poland." 

4. "Will the American press be permitted 
to send its uncensored correspondents into 
Poland?" 

In the discussions relative to the recog­
nition of the new Polish Provisional Govern­
ment of National Unity, the United States 
Government made it cleat that it expected 
American correspondents to be permitted to 
enter Poland in order that the American 
public may be informed of the situation in 
that area. You may be assured that the 
United States Government will use Its full 
influence to attain this desired end. 

In addition to these conversations regard­
ing the entry of American correspondents 
into Poland, the Department of State has 
for some time been pressing the Soviet au­
thorities for authorization for American cor­
respondents to enter eastern and southeallt• 

ern Europe in order to be in a position to 
report accurately to the Atnerican public on 
developments there. The Department will 
continue its efforts to obtain permission for 
American correspondents to operate freely in­
all areas. 

5. "Will the United St ates participate, on 
an equality with th e ot her powers, un der 
their Yalta obligation, in a general super­
vision of these 'free elections' to make cer­
tain they are 'free' in fact as well as name?" 

President Truman in his message to the 
Polish Prime Minister stated · that "I am 
pleased to note that Your Excellency's Gov­
ernment has recognized in their entirety the 
decisions of the Crimea Conference on the 
Polish question, thereby confirming the in­
tention of Your Excellency's Government to 
proceed with the holding of elections in Po­
land in conformity with the provisions of 
the Crimea decisions." This undertaking 

. with regard to the holding of free and un­
fettered elections was one of the v-ital points 
considered in connection with the establiSh­
ment of diplomat ic relations between this 
Government and the new Polish Provisional 
Government of National Unity. 

As indicated above, the American Ambas­
sador and his staff will make reports on the 
situation in Poland and on the basis of these 
reports this Government will give considera­
tion to the question of whether supervision 
of elections would be advisable. If it is de-

-cided to supervise the elections, the United 
States Government will, of course insiSt 
upon its right to participate on an equal 
basis with the other powers. 

In conclusion, I wish to point out that 
American policy with regard to Poland con­
tinues to be based on the decisions of the 
Crimea Conference. ·Both President Roose­
velt and President Truman have gone on rec­
ord that the United States Government 
stands unequivocally for a strong, free, and 
independent PoliSh state. 

I welcome this opportunity to exchange 
views with you, since I believe it is of vital 
importance that the Members of the Con­
gress be afforded a clear understanding of 
questions relating to our foreign relations 
and policy. Under such conditions the State 
Department can best carry out the foreign 
policy of the United States as determined "by 
the President and the Congress. 

Sincerely yours, 
JOSEPH c. GREW, 

Acting Secretary. 

TRIBUTE TO LT. WILLIAM H. ADAMS 

Mr. O'MAHONEY. Mr. President, 
Members of the Senate who served in 
this body with the late Senator Alva B. 
Adams, of Colorado, will be pleased to 
learn that his son, Lt. William H. Adams, 
has recently been awarded the Silver 
Star for gallantry in action in the Euro­
pean war. Senator Adams was held in 
the highest affection and esteem by all 
who served with him, and they know how 
proud he would have been to read the 
citation which accompanied the medal 
bestowed upon his son by the Army. 

I ask unanimous consent that the full 
text of the citation, as presented in a 
newspaper story from the Pueblo <Colo.) 
Chieftain be printed at length in the 
RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

LT. WILLIAM H. ADAMS AWARDED STAR FOR 
GALLANTRY IN ACTION 

Second Lt_. William H. (Billy) Adams, son 
of Mrs. Alva B. Adams and the late United 
States Senator Alva B. Adams, has been 
awarded the Silver Star Medal for gallantry 
in action at Restorf, Gerl'n;'1.ny, April 22, 1945, 
1t was officially learned here Saturday. 
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Lieutenant Adams, now stationed at Her­

oldsburg~ near Nurnberg, where his father 
and mother once visited with a senatorial 
party, is with the Chemical Warfare Service, 
Thirteenth Corps of the Ninth Army. The 
citation which went forth with the medal, 
roads: 

"At about 23:15 hours Lieutenant Adams' 
4:2-inch chemical mortar platoon had been 
attacked from all sides by an enemy force 
that quickly gained points within 50 and 100 
yards of the platoon. 

"Lieutenant Adams swiftly organized his 
platoon's defense in a house and directed 
their effective fire, infiicting many casual­
ties on the enemy. Constantly exposing him­
self to the intense enemy small arms and 
bazooka fire, once knocked to the fioor by 
the blast of an enemy bazooka shell, he con­
tinually directed his platoon and assisted 
in carrying his wounded men to a place of • 
comparatively safety. 

"Until dawn when the attack was finally 
repelled, Lieutenant Adams displayed supe­
rior leadership, confidence, and cool courage. 
His actions were an inspiration to his men 
and reflect the highest credit upon himself 
and the armed forces of the United States." 

The citation was ordered by Major General 
Gillem. 

Lieutenant Adams has been in the armed 
services for S years. 

PETITIONS AND MEMORIALS 

Petitions, etc., were laid before the 
Senate, or presented and referred as in­
dicated: 

By the PRESIDENT pro tempore: 
A resolution adopted by the board of di­

rectors of the Chamber of Commerce of 
Honolulu, T. H., requesting the President to 
nominate a citizen of the Territory of Ha­
waii for appointment to the United States 
Circuit Court of Appeals for the Ninth Cir­
cuit; to the Committee on the Judiciary. 

A letter in the nature of a petition from 
a citizen of Los Angeles, Calif., relating to 
Federal nurseries; to the Committee on 
Education and Labor. 

By Mr. CAPP~R: 
A letter in the nature of a petition from 

Mrs. Seth J. Owens, president, American Le­
gion Auxiliary Unit, No. 15, of Iola, Kans .• 
praying for the enactment of the so-called 
Gurney-May bill, providing for peacetime 
compulsory military training; to the Com­
mittee on Military Affairs. 

DESIGNATION OF BIRTHDAY OF FRANK­
LIN D. ROOSEVELT AS A NATIONAL 
HOLIDAY 
Mr. TOBEY. Mr. President, I ask 

unanimous consent to present for appro­
priate reference and to have printed in 
the RECORD a resolution adopted by the 
Berlin <N. H.) Aerie, Fraternal Order of 
Eagles, memorializing Congress to desig­
nate the birthday of the late President 
Franklin D. Roosevelt as a national holi­
day. 

There being no objection, the resolu­
tion was received, referred to the Com­
mittee on the Judiciary, and ordered to 
be printed in the REcORD, as follows: 
Resolution memorializing Congress to desig­

nate the birthday of the late President 
Franklin Delano Roosevelt as a national 
holiday 
Whereas Franklin Delano Roosevelt served 

as President of the United States from March 
4, 1932, until his untimely d.eath on. April 
12, 1945, having been elected to four succes­
sive terms and having become the first Amer­
ican President honored by his fellow citizens 
with more than traditional two terms; 

Whereas President Roosevelt assumed office 
during the depression, one of the great do­
mestic crises in the Nation's history, and by 

wise, courageous, and humanitarian leader• 
ship restored confidence and faith in Amer­
ica; 

Whereas President Roosevelt championed 
the cause of the workingmen of America· and 
ushered in a new era of consideration for the 
rights of labor and the common man; 

Whereas President Roosevelt espoused and 
signed the National Social Security Act, gen­
erally recognized as the greatest social 
measure in American history, climaxing a. 
14-year educational campaign by the Frater­
nal Order of Eagles in behalf of State and 
Federal old-age security legislation; 

Whereas President Roosevelt awakened our 
Nation to the menace of fascism to our free 
institutions and our very existence as a free 
people and led America and its allies, the 
United Nations, in the mightiest world strug­
gle for human freedom, culminating in the 
unconditional surrender of Germany and in 
decisive victories over Japan; 

Whereas President Roosevelt charted a 
couree for preventing 'future wars, by means 
of a permanent world peace organization, 
economic cooperation, and international good 
will, thereby embodying during the most crit­
ical period in modern history the hopes, the 
aspirations, and the ideals of his fellow 
countrymen, and the oppressed peoples of 
the entire world; and 

Whereas Franklin Delano Roosevelt is as­
sured an immortal place in world history and 
will earn the gratitude of American genera­
tions yet to come and the esteem and affec­
tion of free peoples in all lands: Now, there­
fore, be it 

Resolved, That Berlin Aerie, Fraternal Or­
der Of Eagles, hereby respectfully petition 
the Congress of the United States to desig­
nate January 31, the birth date of Franklin 
Delano Roosevelt, as a national holiday; and 
be it further 

Resolved, That copies of this resolution be 
sent to the United States Senators from this 
State and the Congressman of this district. 

EXTENSION AND MAINTENANCE OF 
CREDIT FOR PURCHASE AND CARRY­
ING OF SECURITIES-PETITION 

Mr. HART. Mr. President, I ask 
unanimous consent to present for ap­
propriate reference and to have printed 
in the RECORD, a petition of Thomas J. 
Reardon, of Hartford, Conn., relating to 
the extension and maintenance of credit 
for the purchase and carrying of securi­
ties. 

There being no objection, the petition 
was received, referred to the Committee 
on Banking and Currency, and ordered 
to be printed in the RECORD, as follows: 

In accordance with the Constitution of the 
United States, I, Thomas J. Reardon, a citizen 
of the United States, resident of Hartford, 
Conn., respectfully petition the Congress of 
the United States to consider and take action 
upon the following grievance and proposed 
1·emedy: 

Whereas for the purpose of stabilizing the 
economy qf this Nation following the col­
lapse of 1907, Congress instituted the Federal 
Reserve bank, and whereas the direct evi­
dence of the failure of the Federal Reserve 
bank to prevent an economic collapse of 
1929 substantiates the following accusation: 

The Federal Reserve bank allowed the 
credit wealth of the Nation to be siphoned 
into speculation prior to 1929. That was the 
period of inflation credited to their false 
method of valuation and whereas they still 
insist on using the same false method of 
valuation which will promote the very thing 
they. are trying to prevent. 

The Federal Government treated the effect 
by Government bond issue-some forty-seven 

~ billi<!n-and had not_ solved the unemploy­
ment problem. War and production of im­
plements of war employed all the employable 
and adding some hundreds of b1llions more 

of debt as a burden on the people of the 
Nation. 

Whereas we are confronted with the prob­
lem of production to furnish employment to 
meet the current expenses of gove1·nment 
and liquidate a. debt which private enter­
prise producing the things people desire and 
will purchase inasmuch as their ability to 
earn will permit, and the credit wealth of the 
Nation supporting the production will furnish 
the bloodstream of the whole economic sys• 
tem when so employed. 

To prevent repetition of the experience 
prior to 1929, it is only necessary for Con­
gress, by legislation, to substitute "yield" for 
"market quotation" as a method of valuation 
for the extension of credit for the purchase 
and carrying of securities as follows: 

A bill amending regulation U (loans by 
banks) and regulation T (extension and 
maintenance of credits to brokers, etc.) 

An amount not greater than 50 percent of 
the value determined by yield as follows: 

On common stock to be at least 5 percent 
per annum. 

On preferred stock to be at least 4 percent 
per annum. . 

On bonds to be at least 3 percent per 
annum. 

And yield that determines the value at the 
time of the loan shall be the minimum yield 
per annum for the previous 5 years. 

Discontinue the special privileges of 
brokers and dealers. 

POLITICAL OR ECONOMIC COOPERATION 
BY UNITED STATES WITH OTHER NA­
TIONS TO PREVENT WAR-PETITION 

Mr. HART. Mr. President, I also ask 
unanimous consent to present for appro­
priate reference and to have printed in 
the RECORD a petition from Thomas J. 
Reardon, of Hartford, Conn., relating to 
political or economic cooperation by the 
United States with other nations to pre­
vent war. 

There being no objection, the petition 
was received, referred to the Committee 
on Foreign Relations, and ordered to be 
printed in the RECORD, as follows: 

In accordance with the Constitution of 
the United States, I, Thomas J. Reardon, a 
citizen of the United States, resident of 
Hartford, Conn., respectfully petition the 
Congress of the United States to consider 
and take action upon the following grievance 
and proposed remedy: • 

Whereas man's two major problems are 
war and economic misery. These being of 
man's own making, the cause and remedy 
can be definitely determined and set down. 
It is an absolute fact that the overwhelm­
ing majority of the two-billion-odd people 
in the world do not want war. or economic 
misery. The evidence is clear that min­
orities have involved majorities in those 
catastrophes, minorities being the admin­
istrators in the different forms of govern­
ment. The exercise of the common sense of 
the common people, which Thomas Jeffer­
son said is the greatest force on earth, would 

· be the most potent infiuence in correcting 
this situation; 

Whereas the purpose and intent of our 
forefathers is to forever prevent men by evil 
method governing people without their con­
sent. Their set of principles, their doc­
trine, their idealism, and their realism, they 
set down in our Constitution, second only 
to the law of God, is evidenced by their 
wisdom in implementing good will. Pro­
viding for change is evidence that they did 
not claim perfection; 
Where~s a set of principles proposing to 

prevent war and economic misery is sub-
. scribed to by the administrators of the vari­
ous kinds of governments afsembled in San 
Francisco to build a method of government 
to that end. The method of attaining this 
end is now disclosed in the proposed charter, 



·.7746 ·coNGRESSIONAL RECORD-SENATE JULY 19 
which document itself clearly discloses the 
falseness of the premises upon which it is 
based; · . 

Whereas the pagan sovereign states and 
nations have a method of government where­
·1n the people are subjects, while we declared 
our separation and independence as an evi­
dence of a divine sovereign people's method 
of government, wherein the people are mas­
ters and limit by our Constitution the au­
thority and discretion of the administrators 
1n peace and war; 

Whereas Congress resolved to cooperate 
with other nations by constitutional proc­
esses to prevent war and economic misery; 
while at the Convention at San Francisco, 
attended by our delegates, a constitution for 
the prevention of war and economic misery 
has been devised and now awaits adoption; 
and 

Whereas this so-called Charter is in fact a 
constitution, upon the question of the 
adoption of which our delegate1 will vote, al­
though there is no provision in the Con­
stitution of the United States for the 
adoption or ratification of such a Charter or 
constitution of a world-supreme govern­
ment; and once we are in we cannot get 
out, as we have interpreted our Constitu­
tion denying the right of any signatory to 
secede. And, again, when a state ratifies a 
constitutional amendment it cannot rescind 
its action. It has exhausted its authority. 
In the Constitution there are no provisions 
for the action necessary for this Nation to 
cooperate with other nations in the manner 
and form disclosed after the various confer­
ences at San Francisco; and admitting, as 
its proponents do, that it is only an experi­
ment, there is n'l exit in the event of failure: 
Therefore be it 

Resolved, That before committing this Na­
tion to any plan of political or economic 
cooperation with other nations to prevent 
war, 

Congress will .summon the voting citizens 
for their verdict by ballot; and providing that 
three-quarters of the voters concur. 

This .alone is a barrier against the evil 
will of minority manipulators, the cause 
of war and economic misery all down through 
the history of man; preventing the uncon- . 
stitutional surrender of our "divine ?Over­
eignty" by taking this constitutional means 
to attain this "divine end." 

ADEQUATE MANPOWER FOR BITUMINOUS 
COAL INDUSTRY-REPORT OF MILI­
TARY AFFAIRS .COMMITTEE 

Mr. REVERCOMB. Mr. President, on 
behalf of my colleague [Mr. KILGORE] 
and myself, from the Committee on Mili­
tary Affairs, I ask unanimous consent to 
report favorably without amendment the 
concurrent resolution (S. Con. Res. 21) 
urging the War Department and the War 
Manpower Commission to take immedi­
ate action to assure manpower in the 
bituminous-coal industry adequate to 
attain the needed coal production, and 
for other purposes, and I submit a report 
(No. 501) thereon. 

It is a concurrent resolution dealing 
with the release of men in the service 
for the purpose of increasing manpower 
in coal mining. It is a very important 
measure. The manpower situation in 
the State of West Virginia and other 
coal-producing States is in a precarious 
condition, in view of the great demand 

·which will be made for the use of coal in 
the days ahead of us . . 

The PRESIDENT pro tempore. With­
out objection, the report will be received, 
and the concurrent resolution will be 
placed on the calendar. 

REPORTS OF COMMITTEES 

The following reports of committees 
were submitted: 

By Mr. MURDOCK, from the Committee on 
Banking and Currency: 

H. R. 3771. A bill to provide for increasing 
the lending authority of the Export-Import 
Bank of Washington, and for other pur­
poses; without amendment (Rept. No. 490). 

By Mr. ELLENDER, from the Committee on 
Claims: 

S. 1183. A bill to authorize payment of 
certain claims for damage to or · loss or de­
struction of property arising from activities 
of the War Department or of the Army; with­
out amendment (Rept. No. 500); 

S. 1250. A bill for · the relief of certain 
claimants who suffered losses and sustained 
damages as the result of the campaign car­
ried out by the Federal Government for the 
eradication of the Mediterranean fruitfiy in 
the State of Florida; without amendment 
(Rept. No. 491); 

H. R.1245. A bill for the relief of John F. 
Davis; without amendment (Rept. No. 492); · 

H. R. 1301. A bill for the relief of Madeline 
Winter and Ethel Newton; without amend­
ment (Rept. No. 493); and 

H. R. 1346. A bill for the relief of Alaska 
D. Jeannette; without amendment (Rept. No. 
494). 

By Mr. O'DANIEL, from the Committee on 
Claims: 

H. R. 2699. A bill for the relief of Dr. Jabez 
Fenton Jackson, and Mrs. Narcissa Wilmans 
Jackson; with an amendment (Rept. No. 
495). 

By Mr. CAPPER, from the Committee on 
Claims: 

H. R. 3417. A bill for the relh~f of Clarence 
J. Spiker and Fred W. Jandrey; without 
amendment (Rept. No. 496). 

By Mr. MORSE, from the Committee on 
Claims: 

H. R. 1595. A bill for the • relief of the 
Borough of . Beach Haven, Ocean County, 
N. J.; without amendment (Rept. No. 497); 
and 

H. R. 3175. A bill to confer jurisdiction 
upon the United States District Court for 
the Eastern District of South Carolina to de­
termine the claim of Lewis E. Magwood; 
without amendment (Rept. No. 498). 

By Mr. JOHNSTON of South Carolina, from 
the Committee on Claims: 

S. 788. A bill for the relief of the estate 
of George J. Ross; without amendment 
(Rept. No. 499). 

By Mr. REVERCOMB (for himself and Mr. 
KILGORE), from the Committee on Military 
Affairs: 

S. Con. Res. 21. Concurrent resolution urg­
ing the War Department and the War Man­
power Commission to take immediate action 
to assure manpower in the bituminous-coal 
industry adequate to attain the needed coal 
production, and for other purposes; with­
out amendment (Rept. No. 501). 

BILLS AND A JOINT RESOLUTION 
INTRODUCED 

Bills and a joint resolution were in­
troduced, read the first time, and, by 
unanimous consent, the second time, and 
referred as follows: 

By Mr. GEORGE: 
S. 1283. A bill for the relief of the estate -of 

Homer V. Colley; and 
S. 1284. A bill for the relief of the board of 

trustees, Summerville Consolidated School 
District, Chattooga County, Ga.; to the Com­
mittee on Claims. 

(Mr. MAGNUSON introduced Senate bill 
1285, which was referred to the Committee 
on Commerce, and appears under a separate 
heading.) 

By Mr. CAPPER: 
S. J. Res. 85. Joint resolution proposing to 

amend the Constitution of the United States 
to exclude aliens in counting the whole num­
ber of persons in each State for apportion­
ment of Representatives among the several 
States; to the Committee on the Judiciary. 

NATIONAL RESEARCH FOUNDATION ACT 
OF 1945 

Mr. MAGNUSON. Mr. President, prior 
to our entrance into the war this country 
never instituted a national mobilization 
of its scientific potentialities. War came 
and we found that basic science and ap­
plied science became an integral part of 
fighting this war. We learned a lesson. 
We mobilized quickly what scientists 
were available. The scientists of this 
country in all fields of endeavor have 
done an excellent job in helping to win 
the war and now in helping to bring it to 
an end. 

These scientists have come to a defi­
nite realization that we should have some 
legislation and embark upon some pro­
gram so that such a thing may not again 
happen. They have prepared data which 
I have assembled in a bill which I now 
ask unanimous consent to introduce for 
proper reference. The purpose of the 
bill is to keep our scientific potential in 
this country mobilized so that we may 
use it quickly when we call upon it at 
any. time in the future for the defense of 
our country. 

There being no objection, the bill (S. 
1285) to promote the progress of science 
and the useful arts, to secure the na­
tional defense, to advance the national 
health, prosperity, and welfare, and for 
other purposes, introduced by Mr. MAG­
NUSON, was received, read twice by its 
title, and referred to the Committee on 
Commerce. 
DECLARATION OF POLICY WITH RESPECT 

TO RATIF'ICATION OF UNITED NATIONS 
CHARTER 

Mr. MOORE submitted the following 
resolution <S. Res. 158), which was re­
ferred to the Committee on Foreign Re­
lations: 

'Resolved, That if and when the Charter 
of the United Nations, signed by 50 nations 
of the world at San Francisco on the 26th day 
of June 1945 and submitted to the Senate 
of the United St ates by the President for 
ratification, shall have been ratified, it shall 
be the policy of the United States that all 
powers to be exercised by the representa­
tive of the United States on the Security 
Council, as est ablished pursuant to chapter 
V, with respect to the use of measures set 
forth in articles 41 and 42 of chapter VI! 
of the Charter of the United Nations, shall 
be in accordance with directions first had 
and obtained from the President of the 
United States. 

SEc. 2. When the President of the United 
States shall direct the representative of the 
United States on the Security Council, as 
established by the Charter of the United 
Nations, to vote for the use of the measures, 
or any of them, set forth in articles 41 and 
42 of chapter VII of the Charter of the 
United Nations, be shall report his actions 
in such regard to the Congress of the United 
States. 

SEc. 3. The policy of the United States as 
stated in sections 1 and 2 hereof shall be 
made a covenant of a treaty between the 
United States Government and the Security 
Council of the United Nations, to be con-
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eluded in accordance. with article 43, chapter 
VII, of the Charter of the United Nations. 

SEC. 4. No representative of any United 
Nations Organization shall commit the 
United States Government to the expendi­
ture or loan of any moneys, or the extension 
of credits, or the use of real or personal 
property, except military equipment and ma­
teriel when used to enforce the measures 
provided for in article 43 of chapter VII of 
the Charter under the conditions herein ex­
pressed unless the Congress of the United 
States shall have made an appropriation 
specifically for such purposes, or shall have 
passed an act in accordance with law au­
thorizing such action. 

HOUSE BILLS REFERRED OR PLACED ON 
CALENDAR 

The following bills were severally read 
twice by their titles and referred, or or­
dered to be placed on the calendar, as 
indicated: 

H. R. 603. An act to permit the United 
States to be made a party defendant in cer­
tain cases, and for other purposes; to the 
Committee on the Judiciary. 

H.R. 3111. An act to amend the act ap­
proved January 2, 1942, as amended, ap­
proved April 22, 1943, entitled "An act to 
provide for the prompt settlement of claims 
for damages occasioned by Army, Navy, and 
Marine Corps forces in foreign countries"; 
ordered to be placed on the calendar. 

H. R. 3749. An act to amend the Service­
men's Readjustment Act of 1944 to provide 
for readjustment allowance for all veterans 
of World War II; to the Committee on Fi­
nance. 

ADDRESS BY ASSOCIATE JUSTICE BLACK 
AT HOLLYWOOD BOWL 

[Mr. HILL asked and obtained leave to 
have printed in the RECORD an address de­
livered by Hon. Hugo L. Black, Associate Ju!>­
tice of the Supreme Court of the United 
States, at Hollywood Bowl on June 22, 1945, 
which appears in the Appendix.] 

ON REMOVING SUSPICION-EDITORIAL BY 
JOHN W. OWENS 

[Mr. BARKLEY asked and obtained leave 
to have printed in the RECORD an . editorial 
entitled "On Removing Suspicion," written 
by John W. Owens, and published in the 
Baltimore Sun of July 18, 1945, which ap-
pears in the Appendix.] · 

ARGENTINA AND THE UNITED NATIONS 
[Mr. AUSTIN asked and obtained leave to 

have printed in the REcoRD an editorial en­
titled "Argentina and the United Nations," 
published in the July 9, 1945, issue of the 
Caledonian Record of St. Johnsbury, Vt., 
which ·appears in the Appendix.] 

THE UNITED NATIONS CHARTE~AD-
DRESS BY DR. ELMER LOUIS KAYSER 

· [Mr. HATCH asked and obtained leave to 
have printed in the RECORD a discussion of 
the United Nations Charter by Dr. Elmer 
Louis Kayser, dean of George Washington 
University, which appears in the Appendix.] 

PROPOSED FEDERAL LABOR RELATIONS 
ACT 

fMr. HATCH asked and obtained leave to 
have printed in the RECORD a series of six 
articles · published in the Washington Daily 
News on the proposed Federal Labor Rela­
tions Act, which appear in the Appendix.] 

PROPOSED FEDERAL LABOR RELATIONS 
ACT-EDITORIAL FROM WASHINGTON 
POST 
[Mr. HATCH asked and obtained leave to 

have printed in the RECORD an editorial en­
titled "Destructive Criticism" published in 
the Washington Post of July 19, 1945, which 
appears in the Appendix.) 

PROPOSED NATIONAL LABOR RELATIONS 
ACT 

[Mr. HATCH asked and obtained leave to 
have printed in the RECORD an editorial en­
titled "Constructive Critic" and an article 
entitled "Bad Outweighs Good in Proposed 
Labor Bill," both published in the Washing­
ton Daily News, which appear in the Ap-
pendix.] · 

PROPOSED FEDERAL LABOR RELATIONS 
ACT 

[Mr. HATCH asked and obtained leave to 
have printed in the RECORD the second of two 
articles by William M. Leiserson, dealing 
with the proposed Federal Labor Relations 
Act and published in the Washington Daily 
News, which appears in the Appendix.] 

THE BRETTON .WOODS AGREEMENTs-IN-
TERNATIONAL MONETARY FUND AND 
INTERNATIONAL BANK 

The Senate resumed the consideration 
of the bill <H. R. 3314) to provide for the 
participation of the United States in the 
International Monetary Fund and the 
International Bank for Reconstruction 
and Development. 

Mr. HILL. I suggest the absence of a 
quorum. 

The PRESIDENT pro tempore. The 
clerk will call the roll. 

The Chief Clerk called the roll, and the 
following Senators answered to their 
names: 
Aiken Gurney 
Andrews Hart 
Austin Hatch 
Ball Hawkes 
Barkley Hayden 
Bilbo Hickenlooper 
Brewster Hill 
Briggs Hoey 
Brooks Johnson, Colo. 
Buck Johnston, s. c. 
Burton Kilgore 
Bushfield La Follette 
Butler Langer 
Byrd . Lucas 
Capehart Mccarran 
Capper McClellan 
Chandler McFarland 
Chavez McKellar 
Cordon McMahon 
Donnell MagnUl:on 
Downey Maybank · 
Eastland Mead 
Ellender Millikin 
Ferguson Mitchell 
Fulbright Moore 
George Morse 
Guffey Murdock 

Murray 
Myers 
O'Daniel 
O'Mahoney 
Radcliffe 
Revercomb 
Robertson 
Russell 
Saltonstall 
Shipstead 
Smith 
Stewart 
Taft 
Taylor 
Thomas. Okla. 
Tobey · 
Tunnell 
Vandenberg 
Wagner 
Walsh 
Wheeler 
Wherry 
White 
Wiley 
W1llis 
Young 

Mr. HILL. Mr. President, I announce 
that the Senator from Virginia [Mr. 
GLAss] is absent because of illness. 

The Senator from North Carolina 
[Mr. BAILEY], the Senator from Ala­
bama [Mr. BANKHEAD], the Senator from 
Texas [Mr. CoNNALLY], the Senator 
from Rhode Island [Mr. GREEN], the 
Senator from Louisiana [Mr. OvERTON], 
and the Senator from Maryland [Mr. 
TYDINGS] are absent on public business. 

The Senator from Florida [Mr. PEPPER] 
is absent because of the death of his 
father. 

Mr. WHERRY. The Senator from 
New Hampshire [Mr. BRIDGES], the Sen­
ator from Kansas [Mr. REED], and the 
Senator from Iowa [Mr. WILSON] are 
absent on official business. 

The Senator from Idaho [Mr. THOMAS] 
is absent because of illness. 

The PRESIDENT pro tempore. Eighty 
Senators having answered to their names, 
a quorum is present. 

The question is on agreeing to the 
amendment offered by the senior Sen-

ator from Oklahoma [Mr. THOMAS] in­
serting a riew section, on which, under 
the unanimous-consent order of yester­
day, a vote will now be taken without 
further debate. 

Mr. THOMAS of Oklahoma. Mr. 
President, I ask that the amendment be 
stated. 

The PRESIDENT pro tempore. The 
clerk will state the amendment. 

The CHIEF CLERK. On pages 6 and 7 
it is proposed to strike out section 6 and 
to insert the following: 

SEc. 6. There is hereby established in the 
money of account of the United States a 
gold coin to be known as a gold ounce; such 
coin to contain 480 grains of pure gold (troy 
weight) and sufficient alloy to make it nine­
tenths fine and to be of the value of $35 
or units. · 

The PRESIDENT pro tempore. The 
question is on agreeing to the amend­
ment. 

The amendment was rejected. 
Mr. THOMAS of Oklahoma. Mr. 

President, my purpose "in offering the 
amendment which has just been voted 
upon was to present an opportunity to 
call to the attention of the Senate, of 
the Congress, and of the country a fact 
which is obvious, I think, to anyone who 
has made a study of developments in the 
last few years. One important develop­
ment is that the world is now off the gold 
standard, and sentiment is obviously 
rapidly growing in this country for us 
to follow suit and likewise go off the gold 
standard, in which event we will have 
left on our hands more than $20,000,-
000,000 of the monetary gold of the 
world. 

Mr. President, I was under no illusion 
when I offered the amendment. My 
purpose in offering it was that I might 
be able to state my position with respect 

- to the necessity and the advisability of 
retaining a metallic base for our 
currency. 

I now offer a second amendment, as I 
stated in my former address I would do. 
I ask that the amendment be stated from 
the desk. 

The PRESIDENT pro tempore ?:'he 
clerk will state the amendment. 

The CHIEF CLERK. On page 9, at the 
end of line 9, it is proposed to strike out 
the period and insert a colon and the 
following: "Provided, That the Secretary 
of the Treasury is authorized and di­
rected to use all silver in the Treasury 
not held as security for outstanding cur­
rency of the United States, and all silver 
which may from time to time come into 
the Treasury, to pay all or part of the 
subscription of the United States as 
called for. to the International Bank for 
Reconstruction and Development: And 
provided further, That all silver which 
may be paid into such Bank shall be 
valued in terms of gold from day to day 
on the basis of the commercial or fair 
world price per ounce, and on such basis 
such silver shall be regarded as the full 
equivalent of gold." 

Mr. THOMAS of Oklahoma. Mr. 
President, I shall take but a very few 
moments· to explain the amendment. 

We have in our Treasury approxi­
mately 3,000,000,000 ounces of silver. A 
large percentage of that silver is not in 
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use; it is a surplus commodity. I desire 
to make the record in connection with 
the offering of the amendment. 

I submit for the record a letter of date 
May 26, 1943, from the 'Treasury De­
partment signed by D. W. Bell, Under 
Secretary of the Treasury. I ask that 
the letter be read at the desk. It states 
the amount of silver we had and the con­
dition in which the silver was at the 
time the letter was written. 

The PRESIDENT pro tempore. The 
clerk will read. 

The Chief Clerk read as follows: 
THE UNDER SECRETARY 

OF THE TREASURY, 
Washington, May 26, 1943. 

Hon. ELMER THOMAS, 
United States Senate, 

Washington, D. C. 
MY DEAR SENATOR: This is in reply to your 

letter of May 20, 1943, in further reference to 
Treasury silver stocks. 

In calculating the amount of silver held 
by the Treasury on May 30, 1942, as stated 

· 1n paragraph 2 of my letter of April 30, 1943, 
consideration was given to standard silver 
dollars and subsidiary silver coins held in 

· the Treasury, but not to standard silver dol­
lars and subsidiary silver coins outside of 
the Treasury. A break-down of Treasury sil­
ver holdings on May 30, 19~2. is as follows: 

Millions of ounces 
Silver dollars______________________ 371.4 
Subsidiary silver coins------------- 10. 1 Silver bullion _____________________ 2, 524.9 

Total----------------------- 2,906.4 
Treasury· holdings of silver do not include 

silver dollars and subsidiary silver coins held 
by the public and the banks. Silver coins 
outside the Treasury, however, are included 
in the monetary stocks of silver as defined 
in the Silver Purchase Act. 

Very truly yours, 
D. w. BELL, 

Under Secretary of th~ Treasury. 

Mr. THOMAS of Oklahoma. Mr. Pres .. 
ident, that letter recites that the Treas­
ury had on hand a-s of that date 2,906,-
000,000 ounces of silver. The letter fur­
ther recites that the dollars outside the 
l'reasury are not calculated in this esti .. 
mate. Neither is the amount of silver in 
subsidiary coins and minor coins consid­
ered in this list. 

I have before me a statement of date 
April 30, 1945, showing that at that time 
there were outside the Treasury 123,391,-
557 standard silver dollars, and that the 
Federal Reserve banks at that time held 
1,822,159 standard silver dollars, making 
a total in excess of $125,000,000. 

The same statement shows that on the 
same date, April 30, 1945, there were sub­
sidiary silver coins outside the Treasury, 
which meant l:alf dollars, quarter dollars, 
and dimes, in the total sum of $786,227,-
162. 

Mr. President, add to the amount of 
silver held by the Treasury, the silver 
dollars in circulation and the subsidiary 
silver in circulation and it will be found 
that the total is approximately 3,300,-
000,000 ounces of silver. That is approx­
imately the amount of silver that is now 
in the Treasury and in circulation in this 
country and abroad. 

The question is: Shall we retain this 
silver and use it for money? The fact 
is that a very large percentage---not a 
majority, but a large number of ounces 
of silver owned by the Government is 

held as surplus. It is not coined. It is 
not proposed to coin it, insofar as I know, 
although I have understood that the dis­
tinguished junior Senator from Utah has 
had a conference recently with respon­
sible authorities in the Treasury Depart­
ment upon this subject, and if he cares 
to make a statement at this time with 
respect to this so-called surplus or free 
silver, I shall be glad to yield for such 
a statement. 

Mr. MURDOCK. Mr. President, the 
statement I have to make is this: I be­
lieve the conference I had with the Sec­
retary of the Treasury was about June 
30. At that time I called to the Secre­
tary's attention the fact that there was 
a large amount of silver in the Treasury 
which in my opinion should be used as 
a basis for the issuance of silver certifi­
cates under silver legislation now on the 
statute books. I pointed out that by the 
use of such silver the Secretary of the 
Treasury could save the taxpayers of the 
United States several million dollars an­
nually. I also pointed out to the Secre­
tary that, due to the fact that our ex­
pe~lditures daily run into hundreds of 
millions of dollars, and that the money 
for such expenditures was being procured 
by the Government going in debt through 
the medium of bonds, the issuance of 
silver certificates against idle silver was 
certainly no more inflationary than the 
creation of credit dollars, and I am sure 
the. distinguished Senator from Okla­
homa will join me in that position. 

After quite a lengthy discussion with 
the Secretary on these points he ·finaJly 
agreed that he would be willing to mone­
tize at the full monetary value of silver 
which is $1.29 per ounce under our law: 
and begin issuing silver certificates · as 
funds were needed by the Treasury. 

The Secretary gave me the :figures 
showing the quantity of silver which had 
passed from the Treasury into industry, 
and which had passed out of the Treas­
ury for lend-lease purposes. He also 
pointed out that for coinage purposes 
and for lease-lend purposes in the next 
year there would probably be needed 
300,000,000 ounces of silver, and that for 
subsidiary coinage and other emergen­
cies the Treasury also felt that it should 
have at least 100,000,000 ounces of silver 
as a reserve in the Treasury. He gave 
me the figure of 696,000,000 ounces of 
free silver in the Treasury, or silver 
against which silver certificates had not 
been used. Deducting the 400,000,000 
ounces which the Secretary says are 
needed for coinage, lease-lend, and 
other purposes, it leaves approximately 
300,000,000 ounces of free silver in the 
Treasury today which could me mon­
etized as suggested by me under present 
law, and at $1.29 per ounce would 
amount to approximately $387,000,000. 

-The Secretary of the Treasury agreed 
that he would immediately submit that 
proposition to the President for approval. 

The Secretary of the Treasury on July 
5 sent a letter to the President of the 
United States giving him full informa­
tion as to my proposal and what we had 
agreed on. The proposition to monetize 
300,000,000 ounces of silver at $1.29 an 
ounce was approved by President Tru­
man, and I am advised by the Treasury 
that as funds now are currently needed _ 

by the Treasury those silver certificates 
will come into circulation. 

In my opinion, if I may add this ob­
servation, Mr. President, that under this 
policy we have accomplished more for 
silver than could be accomplished in any 
other way. I do not think that anyone 
will challenge the fact that I have been 
an advocate of silver money and the use 

·of silver in our monetary system ever 
sinbe I came to Congress, and I feel 
now that we have gotten the Treasury 
Department to move away from the 
adamant position which it has main­
tained for years, that it would monetize 
silver only up to its cost value; that that 
position taken by the Treasury has been 
changed, and that now it is willing to 
monetize free silver at its full monetary 
value as funds are needed by the Treas­
ury. 

In my opinion we have accomplished 
more for silver by that action than by 
almost anything that could take place. 

While I admire very much the fine po-. 
sition which the Senator from Oklahoma 
has always taken for silver and for gold, 
I simply cannot go along with him at 
this time ori his amendment, and I will 
explain my reasons briefly after the Sen­
ator concludes. 

What I have just related is what has 
actually happened in the Treasury in 
the last couple of weeks, and, in my 
opinion, it adds prestige to silver, not 
only in the United States, but through­
out the world, and is a very satisfactory 
accomplishment. 

Mr. THOMAS of Oklahoma. I thank 
the Senator from Utah for his statement 
of the position of the Treasury Depart­
ment, and likewise the position of the 
President of the United States. If that 
pledge should be carried out, the silver 
which is in the Treasury, which might be 
called free silver, or which is surplus sil­
ver, will be monetized on the basis of the 
issuance, either in the form of dollar 
coins, or on the basis of dollar silver cer­
tificates, or $5 silver certificates, at the 
rate of $1.29 for each ounce of free or 
surplus silver in the Treasury. 

Mr. TAFT. Mr. President, will the 
Senator yield? 

The PRESIDING OFFICER <Mr. JoHN­
STON of South Carolina in the chair). 
Does the Senator from Oklahoma yield 
to the Senator from Ohio? 

Mr. THOMAS of Oklahoma. I yield. 
Mr. TAFT. I should like to ask the 

Senator from Utah what is the status of 
silver which is lend-leased and what is 
the status of silver which is loaned to in­
dustrial concerns for bus bars, and so 
forth? Are the silver certificates to be 
issued against that silver? Is that con­
sidered to be in the Treasury, or does it 
have to come back to the Treasury before 
silver certificates can be issued? 

Mr. MURDOCK. My understanding is 
that the silver which has passed out into 
industry, largely through the Defense 
Plant Corporation, is still the property of 
the Treasury, but is not available for any 
purpose at this time except the purpose 
it is now serving. It is the hope of the 
Secretary of the Treasury that that silver 
will be returned as its uses for war pur­
poses are no longer necessary, and that 
it will come back into the Treasury. If 
that happens, I shall insist as vigorously 
as possible that that silver, .as it comes 
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bacl{ into the Treasury and as additional 
funds are needed, be monetized the same 
as the 300,000,000 ounces which are now 
free, and I am hopeful that that will be 
done. 

Mr. TAFI'. The policy to which the 
Senator has referred and which the 
Secretary of the Treasury has endorsed, 
does not apply to that silver, but only to 
the free silver in the Treasury? 

Mr. MURDOCK. The Senator is cor­
rect in that statement. 

Mr. THOMAS of Oklahoma. Mr. 
President, the purpose of this amend­
ment was to make use of our surplus 
silver. The Treasury has issued certifi­
cates in payment for the silver, and if no 
good use is to be .made of the silver, of 
course, it will be a deaC. commodity, so 
to speak, in the Treasury of the United 
States. My purpose in offering this 
amendment was to make use of that 
silver by directing the Secretary to put 
the silver either in the Fund or the Bank, 

· and thus decrease the amount of dollars 
that would have to be put in the Fund 
or Bank. Under the proposal as it stands 
before the Senate, the Treasury would. 
put into those two funds-the Bank fund 
and the Fund itself-~1,800,000,000 of 
gold, and the balance, in the sum of 
$4,125,000,000, would be deposited in the 
two funds in the form of dollars, the 
kind· of dollars that we appropriate and 
have in circulation. So in order to de­
crease the number of dollars we would 
have to put in those two funds I pro­
posed to direct the Treasury Department 
to add to those funds what silver we have. 
The amendment which I offered was to 
put the silver in the Fund on the basis 
of the value of the silver in terms of 
gold. If the s~lver were worth 50 cents 
an ounce, it would require 2 ounces of 
silver to make $1 in the Fund of either 
the Fund proper or the Bank. 

However: judging from the statement 
of the Senator from Utah, the Treasury 
bas made a more liberal proposition than 
my amendment proposes. My amend­
ment would require silver to be placed in 
the Fund or the Bank on the basis of its · 
value in terms of gold; but the proposi­
tion of the Treasury Department is to 
monetize the silver o~ the basis of $1.29 
an ounce. If that is done, we can as a 
result of this monetization take the cer­
tificates and put · them in the Bank on 
the basis of $1.29 an ounce, or more than 
double the dollars which my amendment 
would provide. In view of the promises 
made I am not prepared to urge my 
amendment; so I will make the record, 
and after I shall have done so, I will 
withdraw the amendment. 

I now ask to have placed in the RECORD 
a letter from the Under Secretary, Mr. 
Bell, stating the number of ounces of 
silver that have been disposed of to other 
countries. In brief, the statement is as 
follows: Australia received recently 11,-
800,000 ounces; Ethiopia, 5,400,000 
ounces: the Fiji Islands, 200,000 ounces; 
India, 140,000,000 ounces; the Nether­
lands, 56,700,000 ounces; the United 
Kingdom, 62,100,000 ounces; and Saudi 
Arabia, 13,100,000 ounces; or a · total of 
289,300,000 ounces. 

I ask that the ·entire letter be printed 
in the RECORD at this point as a part of 
my remarks. · 

There being no objection, the letter was 
ordered to be, printed in the RECORD, as 
follows: 
'THE UNDER SECRETARY OF THE TREASURY, 

Washington, Apr il 26, 1945. 
Han. ELMER THOMAS, 

United States Senate. 
MY DEAR SENATOR: Reference is made to 

your letter of April 9, 1945, to Secretary Mor­
genthau requesting certain information in 
regard to silver. 

1. The largest amount of silver that has 
been held by the United St ates Government 
at the end of any month was the 2,906,400,000 
fine ounces held on May 31, 1942. 

2. (a) Under the provisions Of the act of 
July 12, 1943, commonly known as the Green 
Act, 85,300,000 fine ounces were sold in ac­
cordance with War Production Board priori­
ties through March 31, 1945. An amount of 
11 ,400,000 fine ounces sold to the Philippine 
Governll}ent for coinage purposes is included 
in this total of 85,300,000. 

(b) No silver has been sold by the Treas­
ury to a foreign government since 1940. 

(c) Through March 31, 1945, the following 
amounts of silver have been supplied to the 
specified foreign governments under lend­
lease for coinage purposes and other war 
uses: 

In millions of. 
fine ounces 

Australia ____ _: _____ ---- __ -- _____ -----
Ethiopia------------~---- ~ ----------
Fiji Islands ______ -- - -.-- ___ --- - - ------
India _. ___ ------ ____________________ _ 
Netherlands ____ ----------- _________ _ 
United Kingdom ___________________ _ 

Saudi Arabia-.-----------------------

11.8 
5.4 

.2 
140.0 
56.7 
62. 1 
13. 1 

Total-----------------------~- 2i9.3 

During the war period an amount of 903,-
000,000 fine ounces of silver has been made 
available for nonconsumptive uses in war 
plants under lease arrangements. 

3. The reports on foreign monetary stocks 
received by the Bureau of the Mint during 
the war period have been so incomplete that 
no accurate estimate of the amount of silver 
held at the present time by foreign govern­
ments and peoples can be made upon the 
basis of these reports. It may be conjectured, 
however, that exclusive of silver obtaifled 
under lend-lease, silver in foreign countries 
amounted to 3,000,000,000 ounces of monetary 
silver and 7,000,000,000 ounces of non­
monetary silver as of December 31, 1944. 

For your information, there is enclosed a 
Treasury press release of December 7, 1944, 
relating to the use of Treasury silver in the 
war effort. 

Very truly yours, 
D . W. BELL~ 

Under Secretary of the Treasury. 

Mr. THOMAS of Oklahoma. · Along· 
with the letter from the Treasury De­
partment, I received a press release dated 
December 7, 1944. It is an explanation 
of the status of the silver which at that 
time was in the Treasury. I ask unani­
mous consent that the statement be 
printed in the RECORD at this point as a 
part of my remarks. 

There being no objection, the state­
ment was ordered to be printed in the 
RECORD, as follows: 

Treasury silver to the amount of 1,226,-
300,000 fine ounces has been put to work in 
a variety of war jobs since Pearl Harbor, 
Secretary of the Treasury Morgenthau said 
today. Most of the tasks assigned to this 
large quantity of metal have been under 
lease arrangements, the rest under lend-
lease and outright sale. . 

The Treasury early in 1942 launched a 
policy o~ directing all available silver into. 
urgent war uses. Its legal statr, with the 
concurrence of the Attorney Gener·al atld the 
approval of the · President, · found authority 

for releasing "free silver" holdings to war 
plants under lease contracts; a considerable 
amount of "silver ordinary", to which usual 
restrictions did not apply, was disposed of; 
further sale and leasing of silver was facili­
tated by new legislation. 

Wartime silver transactions accomplished 
so far under the Treasury policy were 
summed up by Secretary Morgenthau, as fol­
lows: 

Provided for nonconsumptive uses in war 
plants under lease arrangements, 903,000,000 
fine ounces. 

Supplied to various foreign governments 
under lend-lease for coinage purposes and 
other war uses, 243,700,000 fine ounces. 

Sold from "silver ordinary" stock to indus­
trial users certified by War Production Board, 
5,000,000 fine ounces. 

Sold in accordance with WPB priorities 
under terms of the act of July 12, 1943, com­
monly known as the Green bill, 41;000,000 
fine ounces. 

Used as hasis of new alloy developed by . 
the Bureau of the Mint for coinage of war­
time "silver nickels," 33,600,000 fine ounces. 

For many of these uses copper previously 
had been required, and the substitution of 
silver released thousands of tons of copper 
for other vital war-production needs. De­
velopment of the wartime silver nickels 
using an alloy of silver lessened considerably 
the requirements of the Bureau of the Mint 
for both copper and nickel for coinage. 

Curtailment of Treasury purcliases of silver 
also has contributed to the employme_nt of 
the metal in war tasks. Practically all for­
eign silver received in this country since 
Pearl Harbor has gone into essential manu­
factures under WPB priorities. Domesti­
cally mined silver is made available in limited 
quantities under WPB control to nonessen­
tial industries, ·acquisitions of newly mined 
domestic silver by the Treasury having been 
reduGed to purely nominal quantities. 

Most of the Treasury silver distributed un­
der lease to war plants has been fabricated 
into electrical conductors for installation in 
aluminum and magnesium plants and other 
factories engaged in war work. Title to this 
silver remains in the Treasury. The uses to 
which it is put are nonconsumptive, and all 
of the metal will be returned to the Treasury 
after the termination of the war. This leas­
ing arrangement was inaugurated in April 
1942 in cooperation with the Defense Plant 
Corporation. A small part of the silver 
turned over to the Defense Plant Corporation 
already has been returned to the Treasury 
with an "honorable discharge" from its war 
duties. 

Far eastern areas have benefited from the 
lend-leasing of silver to foreign governments. 
India, for example, received an allotment 
of 100,000,000 fine ounces. "The Government 
of the Netherlands, among others, arranged 
with the Treasury for supplies of silver to 
be used in coinage. All the lend-lease con­
tracts with foreign governments require re­
turn of the silver to the Treasury on an 
ounce-for-ounce basis after the war. 

Silver made available to war industries 
under the act of July 12, 1943, is used for 
tl}.e production of engine bearings, brazing 
alloys and solders, by WPB order. Sales 
of silver made under the authority of this 
act are at the fixed price of 71.11 cents rer 
fine ounce. ~ 

Sale of a stock of silver ordinary was 
made 1n the fall of 1942 to industries which 
were in urgent need of the metal for imme­
diate war production uses. Silver ordinary 
represents minor accumulations from such 
sources as purchases for coinage prior to 
the Silver Purchase Act, recoveries of bul­
lion lost in melting and coining processes, 
and balances of silver in excess of amounts 
estimated to be contained in mutilated coin. 

Mr. THOMAS of Oklahoma. Mr. 
President, recently a financial writer, 
Mr. Robert P. Vanderpoel, prepared a 
statement under the heading "Silver 
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makes real war contribution." There 
are two paragraphs in this statement un­
der the subheading entitled "Silver Goes 
to War." I ask unanimous ronsent that 
those two paragraphs in the statement. 
be printed in the RECORD at this point as 
a part of my remarks. 

There being no objection, the para­
graphs were ordered to be printed in the 
RECORD, as follows: 

SILVER GOES TO WAR 
Secretary Morgenthau has just revealed 

that 1,226,300,000 fine ounces of Treasury sil­
ver have been put to work in a variety of 
war jobs. Some of the silver has been leased 
to industry, some has been lend-leased to 
other nations, and some has been sold out­
right. 

More than 900,000,000 ounces have gone 
directly .into war plants in this country. 

Mr. THOMAS of Oklahoma. On· June 
21, 1944, just prior to the assembling of 
the delegates 'at Bretton Woods, anum­
ber of Senators prepared a statement 
asking the conference to consider silver. 
The original of this statement was sent 
to the President. I ask unanimous con­
sent to have the statement, together with 
the names of the signers printed in the 
RECORD at this point as a part of my 
remarks. 

There being no objection, the state­
ment was ordered to be printed in the 
REcORD, as follows: 

UNITED STATES SENATE, 
SPECIAL COMMITTEE ON THE 

INVESTIGATION OF SILVER, 
June 21, 1944. 

The PRESIDENT, 
The White House. 

DEAR MR. PRESIDENT: We have studied the 
International Monetary Fund plan that has 
been made public by the United States Treas­
ury. Since whatever plan is ultimately 
adopted will have to be approved by· the 
Congress, we feel it is our duty to pass on 
to you without delay certain conclusions we 
have reached pertaining to this plan. 

The experts' plan suffers from a basic, 
organic defect in that no place in it is as­
signed to silver. As a result, there will be 
an insufficiency of media for the settlement 
of international balances, and the use of 
silver as money will be undermined. 

We strongly urge, therefore, that the plan 
be revised forthwith so that parities for the 
currencies of member countries will be :(ixed 
in silver, as well as gold. By specifying fixed 
parities in terms of silver also, the following 
results would be attained: 

1. The physical supply of standard money 
would be expanded for the enlarged needs 
of the postwar world. 

2. The preference of a large part of the 
population of the world for silver money 
would be recognized. 

3. The nations of Europe and the Far East 
now in the throes of wild paper-money infia-. 
tion could return to silver coinage o~ a 
sound basis. · 

4. The remonetization of gold and silver 
would thus be effected simultaneously and 
internationally. 

Elmer Thomas, Chairman, Special · 
Silver Committee; Edwin C. John­
son; Pat McCarran; Sheridan 
.Downey; James E. Murray; Abe 
Murdock; Ernest W. McFarland; 
Harlan J. Bushfield; E. V. Robert­
son; Carl Hayden; Mon. C. Wall­
gren; Guy Cordon; Gerald P. Nye; 
J. G. Scrugham; B. K. Wheeler; 
Hugh Butler: Henrik Shipstead; 
Dennis Chavez; Jno. Thomas: 
Kenneth S. Wherry; Elbert D. 
Thomas: Chan Gurney; Carl A.· 
Hatch; Rufus C. Holman; D. Worth 

·Clark; E. H. Moore. · 

Mr. THOMAS of Oklahoma. Mr. 
President, since 1933 a number of laws 
with regard to silver have been enacted 
by the Congress and a number of orders 
and directives have been issued by the 
President. I ask unanimous consent to 
have printed in the RECORD at this point 
as a part of my remarks a condensed 
chronology of action with regard to silver 
subsequent to March 4, 1933. 

There being no objection, the state­
ment was ordered to be printed in the 
RECORD, as follows: 
CONDENSED C.HRONOLOGY OF ACTION WITH REGARD 

TO SILVER SUBSEQUENT TO MARCH 4, 1933 

May 12, 1933: The President was authorized 
to fix the weight of the silver dollar, to pro­
vide for unlimited coinage of silver, and for 
a period of 6 months from the date of the 
passage 'of the act to accept silver Jn pay­
ment of the whole or any part of the debt 
due from any foreign government to the 
United States, such silver to be accepted at 
not to exceed the price of 50 cents an ounce. 
Under this latter authority 22,734,824.35 fine 
ounces of silver were received from foreign 
governments, which, at 50 cents an ounce, 
were valued at $11,367,412.18. (Thomas 
amendment.) 

July 22-26, 1933: An agreement was entered 
into between the United States, Australia, 
Canada, China, india, Mexico, Peru, and 
Spain relative to silver. The entire London 
Economic Conference also adopted a resolu­
tion relating to silver. (See Executive 
Agreement Series ·No. 63, U. S. Government 
Printing Office, Washington, D. C., 1934.) 

December 21, 1933: The President by proc­
lamation directed the coinage -mints to re­
ceive for coinage into standard silver dollars, 
silver mined subsequent to December 21, 1933, 
from natural deposits in the United States or 
any place subject to the jurisdiction thereof. 
Fifty percent of the silver so received by the 
mint was deducted as seigniorage and the 
amount returned to the depositor · of the 
silver was 64 plus cents per fine ounce. Sup­
plemental proclamations were issued on April 
10 and April 24, 1935, reducing the amount 
retained for seigniorage to 45 and 40 per­
cent, respectively, and resulting in a return 
to the depositor of 71 plus cents per fine 
ounce of eligible silver mined on or after 
April 10, 1935, but prior to April 24, 1935, 
and a return of 77.57 plus cents per fine ounce 
for eligible silver mined on or after April 24, 
1935. Regulations governing the receipt of 
newly mined domestic silver have been issued 
from time to time. The proclamation of De­
cember 21, 1933, as amended, provided that 
it "shall remain in force and effect" until 
Decemper 31, 1937, unless repealed or modi­
fied. 

January 30, 1934: The Gold Reserve Act 
vested in the President certain authority 
with respect to fixing the weight of the silver 
dollar and subsidiary coins and the issuance 
of silver certificates. , 

June 19, 1934: The Silver Purchase Act 
(among other things) declared it to be the 
policy of the United States that the propor­
tion of silver to gold in the monetary stocks 
of the United States should be in€reased, 
with the ultimate objective of having and · 
maintaining one-fourth of the monetary· 
value of such stocks in ~ilver; and whenever 
and so long as the proportion of snver in the 
stocks of gold and silver of the United 
States is less than one-fourth of the mone­
tary value of such stocks, the Secretary of 
the Treasury, subject to certain conditions, 
is authorized and directed to purchase sil­
ver at such rates and at such times and 
upon such terins and conditions as he may 
deem reasonable and most advantageous to 
the public , interest. Provision was also 
made for the sale of silver under certain 
conditions, the issuance of silver certifi­
cates, regulations of the acquisition, im-. 

portation, exportation, or transportation of 
silver, the "nationalization" of silver, and 
the imposition of a tax of 50 percent of the 
profits made on certain transfers of silver. 
Treasury regulations relating to the tax on 
transfers of interests in silver bullion were 
issued on June 19, 1934. These regulations 
have been amended from time to time. 

June · 28, 1934: The Secretary of the 
Treasury issued regulations relating to the 
exportation of silver from the United 
States. 

August 9, 1934: Executive order was 
issued requiring the delivery of certain silver 
to the United States mints, and the amount 
returnable for the silver was fixed at 50-plus 
cents per fine ounce. On the same day the 
President by proclamation made eligible for 
receipt by the United States mints certain 
silver situated in the continental United 
States on August 9, 1934. The amount re­
turned for such silver was 50-plus cents per 
fine ounce. 

August 17, 1934: Treasury regulations were 
issued relating to the delivery and receipt of 
silver under Executive order and proclama­
tion of August 9 and relating to transactions 
in silver and the filing of reports relative 
thereto. These regulations have been 
amended from time to time. 

May 20, 1935: The order of the Secretary 
of the Treasury of June 28, 1934, relating 
to silver was amended so as to prohibit, 
except under license, the importation into 
the continental United States of certain for­
eign silver coin. The total receipts of silver 
by the United States mints under the Execu­
tive proclamation of December 21, 1933, by 
purchase as provided in the Silver Purchase 
Act of June 19, 1934, and by transfer under 
the Executive proclamation of August 9, 
1934, amounted to 1,280,677,719 ounces of 
silver as of the close of business on June 30, 
1937. 

July 6, 1939: The Congress enacted legisla­
tion providing that the mints shall receive 
for coinage into standard silver dollars silver 
mined subsequent to July 1, 1939, from 

·natural deposits in the United States and 
the director of such mint shall pay to the 
producer of such silver approximately 71 
cents per fine ounce for the silver so pro­
duced and delivered. 
· It has been estimated by some authorities 
on silver that there has been produced to 
date some ten billion ounces which has been 
either coined or held in reserve as monetary 
metal. This, of course, is in addition to the 
silver which has been used for jewelry, in 
the arts and in the manufacture of the 
many and various items for exchange in 
trade and commerce. 

Of the silver used for coin, and monetary 
reserves, the United States has acquired and 
now (May 10, 1941) holds 2,846,377,739.21 
fine ounces. 

Mr. THOMAS of Oklahoma. I ask 
unanimous ~onsent to have printed in 
the RECORD at this point as a part of my 
remarks a statement showing the vari­
ous commodities which have been in the 
past used for money, not only in this 
country but throughout the world. It 
shows that practically everything mova­
ble of value has been used for money at 
one time or another. 

There being no objection, the state­
ment was ordered to be printed in the 
RECORD, as follows: 

COMMODITY MONEY IN VARIOUS COUNTRIES 
Grain--early money among all peoples. 
Spice and amber-money of the Baltic. 
Rock salt-money of Asia and Africa. 
Fish hook-money of the Eskimos. 
Tobacco-Virginia Colony and south seas. 
Nails-New England and Scotland. 
Soap-Mexico. 
Hard cheese-china. 
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Woodpecker scalps-=-C>regon and among In-

dians. 
cocoa beans-Mexico. 
Grass mats-south seas. 
Silk-Mongolia. 
Cotton cloth~money today in the Congo. 
Beaver and coon skins--American Colonies. 
Gold dust and nuggets-in gold fields. 
Whisky-part pay in United States railroad 

construction. 
Groceries, clothing, and general commodi­

ties-in America today on construction 
works. 

Musket balls and flints-early Colonies. 
Briclt tea-money of Mongolia, Tibet, and 

Siberia. 
Bread-money of Alaska. 
Bamboo-money of China. 
Gum drops-Eskimos. 
Knife, dress, bridge, spear, and other shaped 

bronze coins--of ancient China. 
Chopping knife-coins of the Aztecs. 
Ring-money of the Celts. 
Spear-coins of the Congo. 
Copper cross-the Balbuba's price for a 

wife. 
Plate-money of Sweden and Russia. 
The large coin, Sweden, copper, 12 by 24 

inches, weighing 31 pounds. 
The smallest coin, India, gold, size of a 

large pinhead; weight, 1 grain. 
Shoe and boat shape silver-China. 
Bullet and pack saddle-Siam. 
Hat money-Penang. 
Metal shells, leech and tiger tongue-coins 

of the Laos States. 
Wire--money of Arabia. 
Bar-money of Java and Ceylon. 
Metal coins from iron to platinum. 
Coins of glass, porcelain, clay, rubber, wood, 

birch bark. 
Stone money of Yap up to 30 inches in di-

ameter, weight up to 170 pounds. _ 
(NoTE.-Many of the above forms of money 

are included in the remarkable collection of 
the Chase Natiot~al Bank, New York.) 

Mr. THOMAS of Oklahoma. I ask 
unanimous consent to have printed in 
the RECORD at this point as a part of my 
remarks a statement with respect to 
silver. I had intended to read ~he state­
ment but now find that to be unneces­
sary.' I will content myself by asking 
that the statement be printed in the 
RECORD at this point. 

There being no objection, the state­
ment was ordered to be printed in the 
RECORD as follows: 

Silver is one of the "noble" metals, not 
easily oxidized and is used for coin, jewelry, 
plate, photography, and for a multitude of 
other purposes. 

The principal properties of silver, upon 
which much of its usefulness rests, are (1) 
its resistance to a wide variety of corrosive 
agents; (2) its strong bonding power; (3) 
its electrical and thermal conductivity; ( 4) 
its remarkable optical reflectivity, and, (5) 
its ability to form salts and compounds with 
valuable photosensitive and bactericidal 
properties. . 

Silver falls in the same class with gold 
and platinum as regards corrosion resist­
ance. It is not subject to atmospheric cox:­
rosion and is exceptionally resistant to weak 
acids and organic compounds, including 
those encountered in food prpducts. Because 
of its resistance to alkalies, organic acids, 
and certain mineral acids, silver found ·wide 
use in the chemical industry as a lining for 
equipment, such as stills, condensers, auto­
claves, tanks, piping, heating coils, and re- ­
action vessels, even when tin was readily 
available. Silver is resistant to acetic, lac­
tic, formic, and carbolic acids; acetate rayon, 
vinegar, dyestuffs, sodium and potassium hy­
droxide, ink, tanning chemicals, essential 
oils, and perfume essences. 

The superiority of silver for electrical pur­
poses has long been recognized. It is a 

better conductor of electricity than copper, 
the relative conductivity being 100 to 92.7; 
it is, furthermore, free from oxides which 
resist the passage of the current. 

Silver is the whitest of all metals, and its 
reflectivity is of the order of 95 percent 
through the region of greatest sensitivity of 
the human eye; in the infra-red section, the 
meta.l may reflect as much as 98 percent. 

The photosensitivity of silver salts, for 
example, the halides, is the basis upon which 
the photographic industry has been built. 
Aerial photography has increased the demand 
for silver in this field. 

During recent years silver has attained a 
new and important strategic position. It is 
no longer used only as a metal for exchange 
media, as a reserve for paper currency, and 
in the fabrication of tableware, household 
ornaments, jewelry, and novelties. These _ 
uses have long been generally recognized, but 
many of the new uses are not so well known. 
Silver plays a part in the building of air­
planes, battleships, submarines, and tanlts, , 
and in the manufacture of many guns, 
bombs, torpedoes, and shells that go into 
battle service. Moreover, it is used to con­
duct electric power for the production of 
aluminum, the metal of which many articles 
of war equipment are largely made_. Silver is 
used also in lighting, telephone, and tele­
graph systems, railway-signaling devices, air­
conditioning units, domestic refrigerators, 
and washing machines, and, to a limited ex­
tent, in a multitude of other products. 

The demand for the minting of silver coins 
also has increased. In addition to coins for 
our own use we produced 281,050,000 coins for 
foreign countries in the fiscal year ended 
June 30, 1942. 
• Such a metal, with its voluminous uses, is 

not destined to become even a near worth­
less commodity, instead, the demand for 
silver will increase rather than diminish. 

From the earliest days silver has been con­
sidered a precious metal and from antiquity 
has been used as money. Following are sqme 
of the ancient silver coins: The didsachm of 
Aegina, containing 192 grains, issued 700 
B. C.; the coin of Caulonia, containing 128 
grains, issued 700 B. C.; the Syracusan medal­
lion, containing 263.6 grains, issued 485 
B. C.; the tetradrachm of Ephenes, contain­
ing 234 grains, issued 400 B. C.; the stater of 
Amphipolis, containing 250.5 grains, issued 
400 B. C.; the coin of Argos, containing 184 
grains, issued 400 B. C.; the Roman denarius, 
containing 66.7 grains, issued 280 B. C.; the 
Roman victoriatus, containing 44.5 grains, is­
sued 280 B. C.; the sheckle of Jerusalem, con­
taining 220 grains, issued 143 B. C.; and the 
Roman aurens, containing 123 grains, issued 
about 27 B. C. 

As civilization advanced silver remained 
the popular monetary metal throughout the 
world. At the birth of the American Re­
public practically all nations were on bi- . 
metallic standards. This meant that the na­
tions used both silver and gold as money, 
and further that such nations maintained 
a fi:x@d ratio between the two metals. In­
asmuch as silver was more plentiful than 
gold the ratio was established on the basis 
of the quantity production of the two metals 
and ranged from 12 to 1 to 16 to 1. 

As the Colonies progressed, they found ' 
many reasons for the joint adoption of a 
common monetary unit and the. first unit 
agreed upon was the Spanish milled dollar. 
Later, upon the recommendation of Thomas 
Jefferson, the Continental Congress, by the 
resolution of July 6, 1785, adopted the dollar 
as the money unit of account. 

At first the weight of the dollar was fixed 
temporarily at 375.64 grains of fine silver, 
but very soon steps wet·e taken to regulate 
and fix the weight permanently. The au­
thorities collected 1,000 of the newest and 
least worn Spanish milled dollars and melted , 
such dollars in order to separate the alloy 
from the fine silver and then the weight of 
the residue-fine silver bullion-was divided 
by 1,000 in order to secure the average weight 

of fine silver in the circulating Spanish milled 
dollars. 

Through this process the average weight 
was found to be 371% grains of fine silver; 
hence, the · authorities regulated and fixed 
the weight of the standard dollar at the said 
371% grains of fine silver and from that tim_e 
until the present the amount of fine silver 
in the standard dollar has never been 
changed. 

The weight of the gold dollar, however, has 
been changed at least on three separate oc­
casions since its first adoption as a joint 
standard of -value. The weight of the gold 
dollar was reduced twice during the admin­
istration of Pl·esident Jackson and then 100 
years later the weight was still further re­
duced during the administration of Presi­
dent Roosevelt. 

From the earliest times silver has been re­
garded as the peoples' money as distinguished 
from gold, the favored money of tbe rich and 
well to do peoples of the world. 

Because of the greater demand for silver 
than gold, the white metal was, during much 
of the earlier-day period, at a ptemium over 
gold. 

In 1834, as stated, the weight of the gold 
dollar was reduced and the ratio between 
gold and silver was tnrow out of balance 
and from such tim~:; up to 1873, when silver 
was demonetized, the silver dollar com­
manded a premium over gold of some two 
to five cents per unit. 

Previous to the Napoleonic wars silver was 
the principal money of Great Britain, and 
sometimes was the only coiu. But after the 
Battle of Waterloo, ~d when peace had been 
fully established throughout Europe, Eng­
land, in 1816, passed a law demonetizing 
silver and adopting the single gold standard . 
During the fifties, and while there was an 
enormous output of gold from California and 
Australia, an effort was made by Chevalier, of 
France, and Maclaren, of England, and other 
writers upon political economy, to demone­
tize gold. Germany, Austria, and Holland 
adopted the single silver standard and closed 
their mints against gold. The effort to de­
monetize the yellow metal, because it was 
plentiful and cheap, would have succeeded 
if England could have been satisfied that 
gold would continue to be the plentier metal. 
In 1854 England sent commissioners to Cali­
fornia and Australia to Investigate the prob­
able continuance of the output of gold, and 
after thorough investigation it was ascer­
tained that' the great gold placers would soon 
be exhausted. 

England inferred, and correctly so, from 
the experience of 350 years that in the long 
run silver would be more plentiful than gold, 
and she-therefore adhered to her gold policy. 

The War Between the States closed in 1865. 
In that same year a union was formed be­
tween France, Italy, Greece, Belgium, and 
Switzerland, by which it was agreed to estab­
lish common coins, weights, and measures. 

In 1867 the French Emperor extended an 
invitation to the United States and all the 
nations of Europe to hold a conference in 
Paris for the purpose of extending the prin­
ciples of the union throughout the commer­
cial world. Mr. Samuel B. Ruggles was ap­
pointed commissioner for the United Sta·~es. 

It is agreed by many writers, supported by 
letters and official records, that the move­
ment for the general demonetization of silver 
and the establishment of the single gold 
standard was brought about by the delega­
tions attending the conference in Paris. 

The act of Congress demonetizing silver 
and establishing the single gold standard has 
been the subject of much discussion and 
debate. The history of the passage of the act 
will not be dwelt upon here further than to 
call attention to the facts: (a) That at least 
two attempts were made to demonetize silver 
prior to· 1873, but upon each occasion when it 
was known just what was proposed to be 
accomplished the demonetization bills re­
ceived practically no support; and, (b) The 
bill, later to become the act of February 12, 
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1873, was so manipulated in its passage 
through both the House and Senate that 
none of the Members, save those who were in 
charge of the measure, knew that if ena·cted 
it would demonetize silver and set up the 
single gold standard. 

The bill had a title as follows-"An act re­
vising and amending the laws relative to the 
mints, assay offices and coinage of the United 
States," and contained 67 ·sections. 

The title of the bill was misleading and 
no one save the authors and managers 
suspected that the measure contained any 
device for the demonetization of silver. In 
the brief presentation of the bill to the 
Senate, Mr. Sherman, the Senator from Ohio, 
r epresented the measure to be a mere codifica­
t ion of the mint laws, with only such changes 
as were necessary to harmonize and m ake 
such laws into a consistent system. 

The bill did not contain any direct provi­
sion for the demonetization of silver but it 
was "what it did not contain" that destroyed 
silver as one of he primary and basic mone­
t ary metals. The bill omitted the silver 
dollar from the list of coins, which omis­
sion was not observed and the attention of 
the Senate was not called to such fact. 

The section, 15, of the act of February 12, 
1873, which demonetized silver, is as follows: 

"SEc. 15. That the silver coins of the United 
States shall be a trade dollar, a half dollar, 
or 50-cent piece, a quarter dollar, or 25-cent 
piece, a dime, or 10-cent piece; and the weight 
of the trade dollar shall. be 420 grains troy, 
the weight of the half-dollar shall be 12 
grams and one-half of a gram, the quarter 
dollar and the dime shall be, respectively, 
one-half and one-fifth of the weight of said 
half-dollar; and said coins shall be a legal 
tender at their nominal value for any amount 
not exceeding $5 in any one payment." 

As will be noted, section 15 made no ref­
erence to the standard silver dollar and in 
section 14 it was provided "That the gold 
coins of the United States shall be a one­
dollar piece which, at the standard weight of 
25 .8 grains, shall be the unit of value; * • *" 

In support of the conclusions reached and 
expressed relative to the demonetization of 
silver, the following persons are called to 
testify-

Senator Thurman, on the 15th of February, 
1878, in debate said: 

"I cannot say what took place in the House, 
but know when the bill was pending in the 
Senate we thought it was simply a bill to 
reform the mint, regulate coinage, and fix 
up one thing and another, and • there is not 
a single man in the Senate, I think, unless 
a member of the committee from which the 
bill came, who ' had the slightest idea that 
it was even a squint toward demonetization." 
(CONGRESSIONAL RECORD, VOl. 7, pt. 2, 45th 
Cong., 2d sess., p. 1064.) 

Senator Conkling, in the Senate, on March 
30, 1876, during the remarks of Senator Bogy 
on the bill (S. 263) to amend the laws re­
lding to legal tender of silver coin, in sur­
prise, inquired: 

"Will the Senator allow me to ask him or 
some other Senator a question? Is it true 
that there is now by law no American dollar? 
And, if so, is it true that the effect of this 
bill is to make half dollars and quarter dol­
lars the only silver coin which can be used 
8S a legal tender?" (CONGRESSIONAL RECORD, 
vol, 4, pt. 3, 42d Cong., 1st sess., p. 2062.) 

On February 15, 1878, during the con­
sideration of the bill above referred to, the 
following colloquy between Senator Blaine 
and Senator Voorhees took place: 

"Mr. VooRHEEs. I want to ask my friend 
from Maine, whom I am glad to designate in 
that way, whether I may call him as one 
more witness to the fact that it was not 
generally known whether silver was demone­
tized. Did he know, as Speaker of the House, 
presiding at that time, that the silver dollar 
was demonetized in the bill to which he 
alludes? 

"Mr. BLAINE. I did not know anything that 
was in the bill at all. As. I have before said, 
little was known or cared on the subject. 

(Laughter.] And now I should like to ex­
change questions with the Senator from In• 
diana, who was then on the fioor and whose 
business it was, far more than mine, to 
know because by the designation of the House 
I was to put questions; the Senator from 
Indiana, then on the fioor of the House, with 
his power as a debater, was to unfold them 
to the House. Did he know? 

"Mr. VOORHEES. I very frankly say that I did 
not." (Ibid., p. 1063.) Senator Beck, .in 
a speech made in the Senate January 10, 
1878, said: 

"It (the bill demonetizing silver) never 
was understood by either House of Congress. 
I say that with full knowledge of the facts. 
No newspaper repor ter-and they are the 
most vigilant men I ever saw in obtaining 
information-discovered that it had been 
done." (CONGRESSIONAL RECORD, VOl. 7, pt. 1, 
45th Cong., 2d sess., p. 260.) 

Senator Hereford, in the Senate, on Febru­
ary 13, 1878, in discussing the demonetization 
of silver, said: . 

"So that I say that beyond the possibility 
of a doubt (and th.ere is no disput ing it) 
that bill which demonetized silver, as it 
passed, never was read, never was discussed, 
and that the chairman of the committee 
who reported it, who offered the substitute, 
said to Mr. Holman, when inquired of, that 
it did not affect the coinage in any way 
whatever." (Ibid., p. 989.) 

Senator Howe, in a speech delivered in the 
Sena<oe on February 5, 1878, said: 

"Mr. President, I do not regard the de­
monetizatiqn of silver as an attempt to 
wrench from the people more than they agree 
to pay. That is not the crime of which I 
accuse the act of 1873. I charge it with guilt 
compared with which the robbery oL two 
hundred million is venial." (CONGRESSIONAL 
RECORD, vol. 7, pt. 1, 45th Cong., 2d sess., p. 
764.) 

General Garfield, in a speech made at 
Springfield, Ohio, during the fall of 1877, 
said: 

"Perhaps I ought to be ashamed to say so, 
but it is the truth to say that, I at that time 
being chairman of the Committee on Ap­
propriations, and having my hands over-full 
during all that time with work, I never read 
the bill. I took it upon the faith of a promi­
nent Democrat and a prominent Republican, 
and I do not know that I voted at all. There 
was no call of the yeas and nays, and no­
. body opposed that bill that I know of. It 
was put through as dozens of bills are, as 
my friend and I know in Congress, on the 
faith of the report of the chairman of the 
committee; therefore, I tell you, because it 
is the truth, that I have no knowledge about 
it." (CONGRESSIONAL RECORD, VOl. 7, pt. 1, 
45th Cong., 2d sess., p. 989.) 

Mr Holman, in a speech delivered in the 
House of Representatives July 13, 1876, said: 

"I have before me the record of the pro­
ceedings of this House on the passage of 
that measure, a record which no man can 
read without being convinced that the.meas­
ure and the method of its passage through 
this House was a 'colossal swindle.' I as­
sert that the measure never had the sanction 
of this House, and it does no possess the 
moral force of law." (CONGRESSIONAL RECORD, 
vol. 4, pt. 6, 44th Cong., 1st sess., Appendix, 
p. 193.) 

Mr. Cannon, of Illinois, in a speech made 
in the House on July 13, 1876, said: 

"This legislation was had in the Forty­
second Congress, February 12, 1873, by a bill 
to regulate the mints of the United States, 
and practically abolished silver as money by 
failing to provide for tne coinage of the sil­
ver dollar. It was not discussed, as shown 
by the RECORD, and neither Members of Con­
gress nor the people understood the ·scope 
of the legislation.'' 

After the enactment of this law silver was 
· still money but only token money and gold 
became the basic, primary money fo1· ·re­
demption purposes. 

From 1873 to 1900 many efforts were made 
to remonetize silver but all such efforts 
failed. 

On March 14, 1900, the Congress enacted 
legislation providing as follows: 

"PUBLIC, NO. 39 

"SEc. 1. That the dollar consisting of 
twenty-five and eight-tenths grains of gold 
nine-tenths fine, as established by section 
3511 . of the Revised Statutes of the United 
States, shall be the standard unit of value, 
and all forms of money issued or coined by 
the United States shall be maintained at a. 
parity of value with this standard, and it 
shall be the duty of the Secretary of the 
Treasury to m aintain such parity." 

While the United St ates has been on the 
single gold standard since 1873, yet at the 
pl'esent time the law is such that we could go 
on a bimetallic standard at any time within 
the discretion .of the President. 

, In the act approved May 12, 1933, it is pro­
vided in section 43, among other things, as 
follows: 

"The President is authorized-
• 

"(2) By proclama:tion to fix the weight of 
the gold dollar in grains nine-tenths fine and 
also to fix the weight of the silver dollar in 
grains nine-tenths fine at a definite fixed 
ratio in relation to the gold dollar at such 
amounts as he finds necessary from his in~ 
vestigation to stabilize domestic prices or to 
protect the foreign commerce against the ad­
verse effect of depreciated foreign currencies, 
and to provide for the unlimited coi1;1age of 
such gold and silver at the ratio so fixed.'' 

Thus, under the broad powers conferred, 
the President may, within his discretion, 
either increase or decre~e the size and 
weight of the standard silver dollar and 
under the same powers conferred he has 
already reduced the size and weight of the 
gold dollar by some 40 percent. 

As an additional recognition of silver, the 
Congress passed the Silver Purchase Act of 
1934 wherein it is provided as follows: 

"SEc. 2. It is hereby declared to be the 
policy of the United States that the propor­
tion of silver to gold in the monetary stocks 
of the United States should be increased, 
with the ultimate objective of having and 
maintaining, one-fourth of the monetary 
value of such stocks in silver." 

In order to carry out the policy as outlined 
in section 2 of the act, the Secretary of the 
Treasury is authorized and directed to pur­
chase silver at home or abroad until either 
one of two things happen: (a) Until the 
commercial price of silver reaches the mone­
tary value of the metal or $1.29 per ounce, 
or (b) until the silver purchased and. held 
equals in value one-fourth of the metallic 
reserves of the United States. 

Under the act the United States has ac­
quired and now holds almost 3,000,000,000 
ounces of silver. 

Then again under the provisions of the act 
approved July 1, 1939, the United States is 
accepting all domestically mined silver and 
is paying for same the sum of some seventy-

. one cents plus per ounce, which means, in 
effect, that the mints are open to the free and 
unlimited coinage of domestically mined sil­
ver. at the ratio of $1 for approximately 1¥2 
ounces of silver. 

At the present time silver is recognized 
as one of the most useful and valuable com­
modities everywhere and is used as either 
primary or token and subsidiary coinage 
money in most countries. 

In the United States we are using silver as 
money as follows: (a) approximately 50,· 
000,000 standard silver dollars in circulation; 
(b) approximately $400,000,000 in subsidiary 
silver coin-halves, quarters, and dimes-in 
circulation; and, (c) almost $2,000,000,000 in 
silver certificates in circulation. 

Every silver certific::tte states on its· face 
that "This certifies that there is on deposit 
in the Treasury of the United States of 
America one dollar (or the amount of the 
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bill) in silver payable to the bearer on de­
mand." 

This certificate means that there is $1 
1n silver, as measured by gold, back of every 
dollar in such certificate so that silver cer­
tificates are based upon and backed by full 
value making them worth 100 cents to the 
dollar as valued in gold. 

Thus it is seen that in addition to the fact 
that silver is favored by law, the white metal 
1s most useful and valuable for use in the 
arts, photography, manufacturing, trade and 
commerce, all of which gives the metal a 
permanently recognized place among the 
major commodities of the world. 

Mr. THOMAS of Oklahoma. Mr. Pres­
ident, with the record made, and upon 
the basis of the statement and promise 
made by the Senator from Utah [Mr. 
MURDOCK] that the Treasury is to com­
mence coining our silver on the basis of 
$1.29 an ounce, coining the silver we now 
have in the Treasury, and his statement 
that he hoi?es to have the remaining sil­
ver, as it comes back, likewise coined in 
the future, I am content, so I withdraw 
my amendment. 

·The PRESIDING OFFICER. The 
amendment of the Senator from Okla­
homa is withdrawn. 

The bill is before the Senate and open 
to further amendment. · 

Mr. TAFT. Mr. President, I offer the 
amendment, which I send to the desk and 
ask to have stated. 

The PRESIDING OFFICER. The 
amendment offered by the Senator from 

. Ohio will be stated. 
The LEGISLATIVE CLERK. On page 2, at 

the end of line 6, it is proposed to add 
the following: 

Provided, however, That this acceptance 
•shall become effective only when the govern­
ments of the countries having 65 percent of 
the quota set · forth in schedule (a) shall 
have agreed that the Articles of Agreement 
to the Fund shall be amended to insert 
section 6 in article XIV, as follows: 

"SEC. 6. No member shall be entitled to buy 
the currency of another member from the 
Fund in exchange for its own currency until 
it shall have removed all restrictions incon­
sistent with article VIII, sections 2, 3, and 4." 

Mr. BARKLEY. Mr. President, will 
the Senator yield? 

Mr. TAFT. I yield to the Senator 
from Kentucky. 

Mr. BARKLEY. I have consulted 
with the Senator from Ohio, and the 
arrangement which I am about to pro­
pose is agreeable to him, as well as to 
the Seantor from Oklahoma. 

I ask unanimous consent that during 
the further consideration of the pending 
bill no Senator shall speak more than 
once cr longer than 15 minutes on the 
bill or any amendment. 

Mr. BALL. I object. 
The PRESIDING OFFICER. Objec­

tion is heard. 
The question is on agreeing ·to the 

amendment cffered by the Senator from 
Ohio. 

Mr. TAFT. Mr. President, the pur­
pose of this amendment is to provide 
that if the Fund goes into effect a na­
t ion which wishes to obtain currency 
from the fund, may not do so until it 
removes the currency restrictions and 
discriminations which it is the purpose of 
the Fund to remove. The whole pur­
pose of the Fund, as stated in the Ar­
ticles and in the various .speeches pro-

. posing. it--or, rather, one of the two 

purposes; one purpose is to establish 
stability of exchange-is to remove all 
currency discriminations. The argu­
ment ts that those discriminations grew 
up in the 1930's, really, when the Ger­
mans were experts in special kinds of 
currencies. The proposal is that those 
be removed. It seems obvious to me that 
if we are to put our money into this 
Fund, it should not go to some nation 
which takes the money and does not in 
any way remove those restrictions. I 
cannot understand the purposes for 
which this Funds is proposed to be es­
tablished if it is not going to be carried 
out for 5 years. · 

My amendment is a pr()posal to amend 
article XIV. Article XIV now reads as 
follows, on page 29: 

Exchange restriction. In the postwar 
transitional period members may, notwith­
standing the provisions of any other articles 
of this agreement, maintain and adapt to 
changing circumstances (and, in the case of 
members whose territories have been oc­
cupied by the enemy, introduce where neces­
sary), restrictions on payments and trans­
fers for current international transactions. 

Mr. President, the very purpose of the 
proposal is to remove currency restric­
tions. Under another section of the pro­
posal the members agree that they will 
not impose any restrictions on payments 
and transfers for current international 
transactions. The very reason that we 
are proposing putting $2,750,000,000 in­
to this Fund is to bring about a removal 
of these restrictions. Of course, we can 
start the Fund, we can go on with the 
Fund, we can advance money to the 
nations which thereby will be to remove 
their restrictions, we can thereby assist 
them to remove the restrictions, but it 
seems to me that until the restrictions 
are removed other nations should not be 
able to get the American dollars which 
will be paid into the Fund by the United 
·states Government. That is obviously 

. the purpose of the amendment. 
The condition at which the amend­

ment is aimed exists chiefly today in the 
Britisb Empire. I have alrea'dy referred 
to the testimony which shows that today 
the British Empire is maintaining · and 
is proposing to continue to maintain the 
currency restrictions which now are in 
effect. Lord Keynes said frankly that 
they cannot remove and will not remove 
those restrictions during the transitional 
period-a period of uncertain duration, 
he said. The agreement makes it clear 
that that will be at least 5 years, and 
may continue for a long time after 5 
years. 

So, Mr. President, I have called anum­
ber of cases to the attention of the Sen­
ate. I called the attention of the Sen­
ate to the fact that American airplanes 
have been offered to Egypt, but they can­
not be purchased in Egypt because the 
Egyptians are told by the British, "No: 
you cannot make such a purchase with 
the pounds that you have or we will not 
recognize them in England. If you want 
to use those pounds at all, you can use 
them only to a limited extent, and you 
must use them to buy airplanes from 
Great Britain." The evidence on that 
point is perfectly clear. 

Yesterday I referred to a case of chem­
ical engineers in this country who have 
outstanding orders from India for . vege-

table ghee plants, a vegetable lard sub­
stitute. Yet they are told that although 
the India government has plenty of 
dollars that we have spent in India, the 
British will refuse to permit the im­
portation of goods of that kind into 
India because they will not permit those 
dollars to be used for the purpose of 
buying goods from this country. The 
British Government insists on taking 
those dollars for itself, and gives the 
Indians British pounds which, if good 
at all, will be good only for the purchase 
of plants or other goods in Great Britain. 

Mr. President, what is the sense of our 
putting in all this money for the pur­
pose of expanding our export trade and 
for the purpose of removing exchange 
-restrictions, if we are going to permit 
those restrictions to continue for a pe­
riod of 5 years, while all the funds to 
-Which Great Britain is entitled under the 
agreement are drawn out by her and are 
used by her without doing any of the 
things she is supposed to do in return 
for the receipt of those moneys? 

Mr. HICKENLOOPER. Mr. President, 
will the Senator yield to me? 

Mr. TAFT. I yield. 
Mr. HICKENLOOPER. I should .like 

to ask the Senator from Ohio his opin­
ion regarding the following observation: 
Bearing in min his argument made the 
other day ·about the sterling bloc areas 
and the restrictions imposed by the 
British Government on the British Com­
monwealth and on Britain's debtors, it 
appears to me that the British Empire is 
headed for the greatest economic isola­
tion policy the world has seen for a great 
many years. We have heard so much in 
recent months and eyars about isolation 
and its evils that it would seem to me 
that that might be an economic evil that 
is rearing its ugly head at the very out­
set of .an attempt by the United States 
to establish a freer commerce in the 
world's goods. Will the Senator from 
Ohio comment on that observation? 

Mr. TAFT. Mr. President, I think the 
Senator from Iowa is correct. The Brit­

. ish sterling area is now an area of iso­
lation. It is almost impossible for us to 
trade with the British at the present 

· ·moment. In fact, I would also say to 
the Senator that probably Russia is the 
greatest isolationist nation in the world 
today-so isolationist that Americans 
cannot even go into Russia or Russian­
controlled territory except under the 
most severe restrictions and in the very 
fewest number possible. I do not know 
what the Russian economic policy is. 
It may or may not be isolationist. But 
certainly the British policy-and the . 
policy which is really forced upon the 
British by their position-is one of the 

· economic isolation of the British Em­
pire to the greatest possible degree. 

The British do not propose to permit 
any imports to come into Britain except 
in return for ·some exports which they 
propose to supply. They are acting con-

, trary to the whole multilateral trade 
theory on which the · Hull pz:ogram has 
been based, on which our program is 
based; and under article XIV they are 
not only authorized to continue that 
economic isolationism but, besides that, 
we will give them out of this Fund $325,-
000,000 a year which they may draw 

. down as .a . permanent. loan until they 
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obtain $1,300,000,000 of American money 
which they may spend in this country 
for American products. 

Mr. President, how will my amendment 
work if it goes into effect? Most of the 
Fund will go into effect. Most nations 
will be able to remove their restrictions­
and certainly so, with the additional aid 
given by the Fund. The British will sim­
ply be in the position-and other nations 
will also be; I refer to Great Britain only 
as the chief example-of having to settle 
their economic affairs; they will have to 
secure other loans . or they will have to 
adopt other policies a:1;1d put themselves 
on a sound basis before they can draw the 
money under the Fund; that is all. If 
they can solve their problems, and if this 
money is insufficient to enable them to 
solve their problems-and it is-then, be­
fore they can get the advantage of this 
money they will have to solve their other 
problems. 

I think that is a reasonable proposal. 
I think it is one which is in accord with 
all the logic of the situation. It seems to 
me that we should make it perfectly clear 
that we are going into this agreement for 
certain definite purposes and that we are 
not going to permit our money to be used 
until those purposes are secured. 

Mr. BARKLEY. Mr. President, I wish 
very briefly to comment on the amend­
ment offered by the Senator from Ohio. 
I think we should all understand that the 
effect of the amendment, and possibly its 
object-! do not know about that-is to 
kill the entire agreement. The amend­
ment provides. that the United States 
may not accept membership in the Fund 
until the Articles of Agreement have been 
changed by the nations who have signed 
it. To do that would require holding an­
other convention or an assembly at Bret­
ton Woods, or somewhere else. That, of 
course, would be impossible prior to the 
expiration of the time during which the 
nations representing 65 percent of the 
signers shall accept membership and 
place their contributions in the Fund. 
There can be no question whatever about 
that, because the Senator seel{s in a very 
material way to amend the Articles of 
Agreement. He also seek.s to prevent the 
United States from entering into the ar­
rangement until the Articles of Agree­
ment have been changed. That, as I 
have already said, would require holding 
another conference. 

I assume that we all recognize the 
fact that a nation which has been under 
great stress financially, and otherwise, 
can no more recover overnight than a 
human being can recover overnight from 
typhoid fever, the measles, or · pneu­
monia. No man who has ever undergone 
a long siege of illness was able to function 
on the day he got out of bed. Because 
of the long illness · which many of the 
nations have undergone, many of them 
have not yet become convalescent. 

Mr. President, what is this sterling area 
and the blocked sterling about which we 
have heard so much. The sterling area 
existed before the war. It existed among 
a group of nations which had financial, 
economic, and international trade agree­
ments largely with England, or with the 
United Kingdom, and kept their deposits 
of exchange in the banks of London be­
cause it was more convenient for them 
to do so. Those nations were exporting 

either to the United Kingdom, or to other 
parts of the British Commonwealth, or 
were importing articles of trade from 
the United Kingdom or from various 
parts of the British Commonwealth. 
They were transacting more business 
with one another. and with the British 
Empire, or with the British Common­
wealth of nations, than they were with 
any other nation. Therefore, as a mat­
ter of convenience, they kept their bal­
ances of exchange in the banks of Lon­
don. 

Mr. President, there was also a dollar 
area prior to the war. I may say that the 
sterling area included all the countries 
of the British Empire with the exception 
of Canada and Newfoundland. It in­
cluded Egypt, Iraq, Portugal, and some 
of the Scandinavian and Balkan coun­
tries. It should be kept in mind that 
prior to the war there was no formal 
arrangement between those countries 
regarding an exchange policy with re­
spect to the sterling area. The relation­
ship was entirely voluntary and informal. 
Fundamentally it was not far different 
from the close relationship which existed 
between the United States and a num­
ber of Latin-American Republics as well · 
as other countries, including parts of the 
British Empire to which I have referred. 
Those countries with the close trade rela­
tionships with the United States con­
formed in a general way to our exchange 
policies, and they kept a considerable 
part, if not a majority, of their exchange 
balances in the bank~ of New York. They 
were trading with us, and it was· con­
venient for them to keep their balances 
in the New York banks, just as the other 
countries to which I have referred kept 
their balances of exchange in the banks 
of London. It was purely an informal 
arrangement which existed prior to the 
war, and it continued during the war. -I 
may say that notwithstanding these for­
mal arrangements, exchange rates be­
tween countries of the sterling area va­
ried considerably in many cases. It is 
impossible to define precisely the coun­
tries which could be regarded before the 
war as being sterling area countries. 
Those which I have named were in a 
general area embracing countries which 
carried on their exchange business chief­
ly with London. 

The principal feature of the sterling 
area countries was in the concentration 
of their reserves in· London banks, which 
held large foreign deposits in much the 
same way as the New York banks hold 
large deposits for the countries with 
which we trade. 

Mr. President, no aspect of the prewar 
sterling arrangements is contrary to the 
principles of the International Monetary 
Fund. Until the outbreak of the war in 
1939 the currencies of the sterling area 
were fre_quently convertible into dollars 
and other currencies, and no discrimina­
tory exchange or restrictions applied on 
the basis of special relations between the 
various currency countries and . the 
sterling countries. The prewar sterling 
principles, as I have said, as they might 
exist after the postwar transitional pe­
riod, would be in complete harmony with 
the principles of the International Mone­
tary Fund. However .. it is a condition 
which cannot be easily brought about 
overnight or in the midst of war. As I 

have already said, a man who is suffer­
ing from a long illness cannot become 
normal and active as soon as he is able 
to get out of bed. 

Mr . . TAFT. Mr. President, Will the 
Senator yield? 

Mr. BARKLEY. I yield. 
Mr. TAFT. My point is that we should 

not give nations $325,000,000 next year 
when they will not be able to perform 
the purposes of the Bretton Woods pro­
gram. The British have more than $2;-
000,000,000 in balances in .this country. 
They do not need $325,000,000 in cash. 
Why give them any money until they re­
move the restrictions which are now in 
existence? · 

Mr. BARKLEY. The Senator from 
Ohio has tried to emphasize his conten­
tion that we should not put any money 
into the Fund because the British Gov­
ernment does not need it, and therefore 
we are dumping it in only for the purpose 
of giving it away. 

Mr. TAFT. But it is contended that 
event:ually we shall loan them $2,000,-
000,000 or $3,000,000,000. 

Mr. BARKLEY. Objections to there­
strictions to which reference has been 
made are largely centered on the sterling 
area and the blocked sterling of the 
United Kingdom. 

Mr. AIKEN. Mr. President, will the 
Senator yield? 

Mr.·BARKLEY. I yield. 
Mr. AIKEN. I wish to ask another ele­

mentary question. Why are the argu­
ments against the Bretton Woods agree­
ments ·all directed against the British 
Empire and Russia when more than half 
of the markets of the world are outside 
those two countries?. As I understand, 
the British Empire and Russia· control 
less than half of the markets of the 
world. I thought that it was the coun­
tries outside of the British Empire and 
Russia that we were trying to put· on 
their feet through the Bretton Woods 
agreements~ I am wondering why all 
the arguments have been · directed 
against the British Empire· and Russia 
when the great potential opportunity for 
expansion of commerce and trade lies 
probably outside those two countries. 
Those are the ones which offer us the op­
portunity for more trade, for an expand­
ed trade both in sales and purchases. 
Why do we not consider this matter in 
the light of helping other countries of 
the world rather than the effect it is go­
ing to have on Russia and the British 
Empire? 

Mr. BARKLEY. The only answer I 
can suggest to the Senator's inquiry is 
that those who are emphasizing the 
British and Russian situations evidently 
feel that there is some particularly 
vulnerable situation as applied to those 
two countries which might not be ap­
plicable to every country, and they are 
using that as an argument against the 
entire Fund. 

Mr. AIKEN. It looks to me as if 
Russia and · Great Britain -were b(:!ing 
used as "red herrings." 

Mr. TAFT. Mr. President, will the --" 
Senator from Kentuck-y ,yield? · 

Mr. BARKLEY. I yield. 
Mr. TAFT. The obvious reason is 

that our trade with Great Britain is 
greater than that with any other great 
nation in the world. Our trade with the 
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British Empire is by far our greatest 
trade, it is by far the trade capable of 
greatest expansion, and it is the trade 
that is beirig most limited. 

The second reason is that Great Brit­
ain and Russia have the largest quotas 
outside of that of the United States, and, 
together with their satellites, will control 
the board of the Fund, so that if they 
agree with two or three others they may 
control entirely the operations of the 
Fund. It seems to me perfectly obvious 
that they are used as examples, and 
since they are the most important ex­
amples I do not see why they should not 
be used as illustrations. 

Mr. BARKLEY. Of course, there is 
not a board of directors of any corpora­
tion anywhere in the world where three 
or four who have large blocks of stock 
cannot get together and control the 
votes of the board. · The only remedy 
is for some one member to own a· ma­
jority of the stock, and the Senator from 
Ohio would not be in favor of that. 

Mr. AIKEN. The Senator from Ohio 
does no think, does he, that the ratifi.ca­
tion of the Bretton Woods agreements 
would diminish or destroy our trade with 
the British Empire? 

Mr. BARKLEY. I yield to the Sen­
ator from Ohio to answer. 

Mr. TAFT. Oh, no; but we give them 
a billion three hundred million dollars, 
for which we are not getting anything. 

Mr. BARKLEY. That is merely the · 
old hackneyed argument, that we are 
givlng them a billion three hundred mil­

-lion dollars. We are not giving them 
anything. · 

Mr. TOBEY. Mr. President, will the 
Senator .from Kentucky yield? 
· Mr. BARKLEY. I yield . . 

Mr. TOBEY. Addressing myself to 
the majority leader, I would point out 
to him that at Bretton Woods this sub­
j.ect was 'gone into thoroughly by the .del­
egates from all the nations, and at the 

· hearings of Commission 1, I think it was, 
experts from every country testified that 
some :flexibility like unto that provided 
in the article referred to is essential to 
carry the agreements into effect. 

The Senator has cited to us the situa­
tion of Great Britain. We all realize 
what Great Britain is up against financi­
ally. She is almost in extremis in her 
plans for taking care of her economic fu­
ture. There is the great problem of 
block balances which she must face, and 
in my opinion she will eventually fund 
a considerable part of these into long 
maturities. 

There is the matter of her loss of the 
large income she obtained from invest­
ments in prewar days, no longer avail-. 
able because she was obliged to sell these 
investments to provide the sinews of war. 
There is the matter of the great losses 

· she has sustained in her merchant 
marine. 

Mr. President, that is but a part of 
the serious situation which confronts 
Great Britain today. About 17 percent 
of our foreign trade is with Great Britain, 
the rest with the world at large. 

The situation before us is this: if the 
amendment offered by the Senator from 
Ohio shall be agreed to, it will hamstring 
the Bretton Woods agreements. They 
will have to go back and be acted on 
anew by 43 nations. 

The Senator· from Ohio did not read 
all of article 14, and I wish to read what 
he omitted. This is the good faith of 
the article, and the good intent: 

Members shall, however, have continuous 
regard in their foreign exchange policies to 
the purposes of the Fund; and, as soon as 
conditions permitr they shall take all possible 
measures to . develop such commercial and 
financial arrangements with other members 
as will facilitate international payments and 
the maintenance of exchange stability. In 
particular, members shall withdraw restric­
tions maintained or imposed under this sec­
tion as soon as they are satisfied that they 
will be able, in the absence of such restric­
tions, to settle their balance of payments in 
a manner which will not unduly encumber 
their access to the resources of the Fund. 

Getting back to Bretton Woods and 
the men behind these agreements, I 
would not impugn the good faith of one 
of the nations represented. As to Great 
Britain, I stated yesterday, and I wish to 
repeat, when she accepts the agreements, 
as I think she will, she will do her part 
to carry them through in good faith. 
. The great value of Bretton Woods is 

that we have 44 nations, a great major­
ity of the nations of the world, in soli­
darity behind the great purposes of the 
Bank and the Fund, and this is no time 
to be cynical as to Bretton Woods. It 
is time to get behind the agreements, and 
give encouragement to a sorely stricken 
world. · 

Mr. BARKLEY. Mr. President, I ap­
preciate what the Senator from New 
Hampshire has said. In addition, the 
·articles of agreement provide that the 
Fund, and the Board of Directors, or the 
Governors, at any time when they find 
that any nation is carrying on its ex­
change operations in a way to defeat 
the object of the Fund, may declare that 
nation ineligible for any further benefits 
under the Fund. 

Mr. TAFT. Mr. President, will the 
Senator yield? 

Mr. BARKLEY. I yield. 
Mr. TAFT. The Senator from New 

Hampshire has suggested that I ques­
tioned the good faith of Great Britain. 
I have not at any time questioned her 
good faith, and I have not questioned 
the good faith of Russia. My point is 
that the agreements permit them to do 
the things I have suggested. Let me 
read once more Lord Keynes' statement. 
He said: 

What, then, are these major advantages 
that I hope from th'e plan to the advan­
tage of this country? First, it is clearly 
recognized and agreed tha1i, during the post­
war transitional period of uncertain dura­
tion, we are entitled to retain any of those 
wartime restrictions, and special arrange­
ments with the sterling -area and others 
which are helpful to us, without being open 
to the charge of acting contrary to any gen­
eral engagements intq which we have entered. 

Without being charged with bad faith. 
I do not charge them with bad faith. I 
say these agreements have been written 
so that present restrictions can be main­
tained. 

Mr. BARKLEY. It was done because 
the whole wor· i recognized that these re­
strictions which were imposed as a war 
measure, and of necessity, in order to en­
able England to finance her ·part of the 
war, cannot be removed at once, and a 
certain time has to be given in order to 
work out the arrangements. 

Mr. TOBEY. There ·must be a -certain 
amount of :flexibility. 

Mr. BARKLEY. The Senator is ab­
solutely correct. 

Now I wish to conclude what I have 
to say without further interruption, if 
I may, in order that this sterling area 
and sterling bloc situation may be cleared 
up. 

During the war, in an attempt to con­
serve their foreign exchange resources, 
the various countries of the sterling area 
have introduced exchange restrictions, 
purely as a war measure. These war­
time exchange restrictions enable Eng­
land and the sterling area countries to 
carry on the war with the greatest ef­
ficiency. During the war, the need for 
dollar and other free exchange has been 
far in excess of the supply. They have 
been buying things from us, and they 
needed more dollars than they could ob­
tain. To assure the use of dollars and 
other free exchange only for the most es­
sential war purposes, and not for any 
other essential war purposes, England 
and other countries have found it neces­
sary to limit transactions in these cur­
rencies. 

That is why, as a result of the condi­
tion which had existed for years prior to 
the war, countries involved in the war 
have been compelled to impose these re­
strictions, purely as a war measure. 
They are as anxious as any · other coun­
ti·y can possibly be to get out from under 
them. They . have to do it gradually. 

Now as to the blocked sterling bal­
ances, Britain has financed her wartime 
expenditures in some sterling area coun­
tries by purchasing with sterling local 
currencies she needed. She has . pur­
chased with sterling, for example, In­
dian rupees, Egyptian pounds, Australian 
pounds, Iraqui dinars, and so forth. The 
United Kingdom has used these funds 
for troop pay, for war supplies, and other 
expenditures. The central banks or cur­
rency boards of these countries own the 
balances and keep them on deposit in 
banks in London, or invest them in Brit­
ish treasury bills which yield less than 1 
percent annually. Bank balances, under 
this arrangement, bear no interest what­
ever. 

These balances have grown steadily, 
during the war' until they probably 
amount to about $16,000,000,000, or they 
will amount to that much by the end of 
the war. The largest holders of ster­
ling balances are India, with balances re­
ported to be well over a billion pounds, 
and Egypt, with balances reported to be 
in excess of 300,000,000 pounds. 

These countries are not complaining 
because of these balances or these re­
strictions, but they know, as I think every 
informed man should know, that Britain 
will not be able to liquidate these bal­
ances either in goods or in foreign cur­
rencies for some time after the war. 
That is because British monetary re­
serves are adequate only for British 
postwar needs, and in the early postwar 
period Britain will not be able to use her 
exports to pay debts. She will need the 
foreign exchangt to pay for her cur­
rent imports. Nevertheless, the problem 
is not as difficult as it appears. There 
are a number of favorable factors that 
should be kept in mind in _connection 
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with both the sterling area and the ster­
ling bloc. 

First, a considerable portion of these 
sterling balances represent more or less 
permanent currency reserves for coun­
tries of the sterling area. Balances of 
$2,000,000,000 in sterling after the war 
would not be excessive for this purpose. 

Second, it may be possible for Britain 
to induce sterling area countries to write 
off a portion of these holdings as a part 
of their contribution to a common war. 
Much of the expenditure was for defense 
of these various areas, such as India and 
Egypt and other countries. Further, 
prices at which the expenditures were 
made were abnormally high, perhaps 
three times the prewar level, and it is 
hoped and expected that when the war 
ends, by arrangement made between 
England, India, Egypt, and other coun­
tries, they may write off a part of their 
sterling balances because Britain over­
paid several times the prewar level 
prices in making these expenditures in 
order to conduct the war. 

Finally, it must be kept in mind that 
Britain would have little interest in 
liquidating her sterling debt by means 
of a dollar loan. Britain does not want · 
to burden her balance of payments by 
having to service a dollar loan. She feels 
that she can handle a sterling debt much 
easier than she could handle a dollar 
obligation, which is perfectly natural, be­
cause she is paying no interest whatever 
on many of these sterling balances, and 
she knows and we know that she could 
not obtain dollar balances without pay­
ing interest to service the dollar loans. 

So, Mr. President, it seems to me that 
the Bretton Woods Conference was wise 
in providing flexibility. It may take 5 
years. for instance, for Great B.ritain to 
get out from under these restrictions, 
these sterling-bloc arrangements which 
it was necessary f.or her to ·make in or­
der to finance the war. She did that 
before we got into the war. She was 
doing that when she was in a desperate 
situation, when Hitler was knocking at 
the very doors of · the English Channel, 
and England was the o~ly country that 
stood between him and world conquest. 
These restrictions were then being made 
and these sterling blocs were then being 
formed in order that England might fi­
nance the expense of conducting her part 
of the war. They have been necessary 
since then. 

For these reasons I do not think we 
ought to be unreasonable in allowing and 
agreeing that there must be flexibility 
in the arrangement that will enable 
Great Britain and her various domin­
ions to get out from under these re­
strictions so that they niay assume a nor­
mal international economy and trade re­
lationship with all other countries 'of the 
world, including the United States. 

As I said at the outset, the adoption 
of this amendment would nrean that the 
President of the United States could not 
accept membership in the Fund until 
there had been another conference and 
the articles of agreement had been 
amended. Of course, that could not be 
brought about during the present cal­
endar year. The Bretton Woods agree­
ment would lapse. We would almost be 
compelled to start ab initio to write a 
new agreement. It might result in dis-

aster to the economic relationship which 
we hope will exist when things get back 
to a more normal basis in world trade. 

Mr. President, I hope the amendment 
will not be agreed to. 

, Mr. TUNNELL. Mr. President, will the 
Senator yield? 

Mr. BARKLEY. I yield. 
Mr. TUNNELL. I should like to ask 

• the Senator some questions with refer­
ence to the practical effect of the amend­
ment. I have had no opportunity to 
read it, and one does not hear distinctly, 
or I do not hear distinctly when it is 
read from the desk. But would not the 
pratical effect of this amendment be to 
give notice to Great Britain that she 
should not become a member of the or­
ganization? 

Mr. BARKLEY. Mr. President, the 
amendment reads as follows: 

Provided, however, 'l;'hat this acceptance 
shall become effective only when the gov­
ernments of the countries having 65 percent 
of the quota set forth in schedule (a) shall 
have agreed that the Articles of Agreement 
of the Fund shall be amended and that a 
new section be added to artlce-

The amendment says "article -." I 
think it is article XIV-
reading as following. 

And this is the new section to article 
XIV which the Senator from Ohio wants 
to put into the articles of agreement 
before we accept membership--

Mr. TUNNELL. I suppose the whole 
matter would have to go back to the other 
44 nations? 

Mr. BARKLEY. Yes; that is true. 
This is what the Senator from Ohio 
wanps to add to that article: 

The provisions of this article shall be sub­
ject to the principle that the Fund shall use 
its resources only for current monetary 
stabilization operations and to afford tempo­
rary assistance to members in connection 
with seasonal and emergency fluctuations in 
balance of payments of any member for cur­
rent transactions, and that the Fund shall 
not use its resources to provide facilities for 
relief, reconstruction. 

Mr. TAFT. Mr. President, will the 
Senator yield to me for a moment? 

Mr. BARKLEY. I yield. 
Mr. TAFT. That is not the amend­

ment under consideration. 
Mr. BARKLEY. That is the one which 

was handed to me; but I now have the 
amendment. It has the virtue of being 
shorter than the one I started to read. 

Mr. TUNNELL. There are probably 
others. 

Mr. BARKLEY. I will read it: 
PTovided, however, That this acceptance 

shall become effective only when the gov­
ernments of the countries having 65 percent 
of the quota set forth in schedule (a) shall 
have agreed that the Articles of Agreement 
to the Fund shall be amended to insert sec­
ti·m 6 in article XIV, as follows-

So far they are the same. I continue 
reading: · 

SEc. 6. No member shall be entitled to buy 
the currency of another member from the 
Fund in exchange for its own currency until 
it shall have removed all restrictions incon­
sistent with article VIII, sections 2, 3, and 4: 

In other words, the effect of the 
amendment would be to say that until 
all countries, including England, have 
removed whatever restrictions are now 

in existence, which have been brought 
about as a war measure, they will be 
ineligible to participate in the fund or 
to draw any of the benefits from it, and 
that we cannot accept membership in 
the Fund until the Articles of Agree­
ment have been amended as provided in 
the amendment. That means another 
conference. 

Mr. TAFT. Mr. President, will the 
Senator yield? . 

Mr. BARKLEY. I yield. 
Mr. TAFT. The amendment provides 

,that the acceptance shall become ef­
fective when countries having 65 percent 
of the quota have agreed to the amend­
ment: Any nation that is not able to 
conform to the covenants it has entered 
into in article VIII by removing exchange 
restrictions, shall not be entitled to draw 
from the Fund. The way the Senator 
from Kentucky stated it was ·that all 
nations had to remove these restrictions 
before any could draw from the Fund. 
The provision is that no nation may draw 
until it removes its restrictions. 

Mr. BARKLEY. I believe the Senator 
is quibbling over language. We both 
mean the same thing. 

Mr. TUNNELL. In view of what the 
Senator from Kentucky has just said 
with reference to the situation of Great 
Britain, would not the adoption of the 
amendment be practicaily a notice to 
Great Britain that she could not become 
a member? 

Mr. BARKLEY. Undoubtedly, be­
cause it is obvious that it is from every 
standpoint impossible for Great Britain 
to remove these restrictions at once. 
They·could not be removed by the 31st of 
December. They could not be removed 
in all likelihood in the year 1946. They 
certainly cannot be removed while the 
war with Japan is still going on. There­
fore it would be the same as serving 
notice on Great Britain that under the 
conditions which now exist between her 
and other nations she would not be en­
titled to enjoy the benefits of the Fund. 
, Mr. TUNNELL. If that were done, 
would not that be practically sounding 
the death knell of the whole proposition? 

Mr. BARKLEY. Of course. It un~ 
doubtedly would sound its death knell, 
and in view of the attitude taken by the 
Senator from Ohio respecting the matter, 
I think the death knell is what he has his 
aim upon. 

Mr. TUNNELL. No doubt it has been 
his attitude that he is opposed to the 
whole agreement. 

Mr. BARKLEY. Yes. 
Mr. TUNNELL. And the adoption of 

the amendment would ·accomplish the 
purpose of killing it without a direct vote. 

Mr. BARKLEY. Oh, yes. 
Mr. TUNNELL. Suppose that the or­

ganization should be formed without 
Great Britain and the other nations 
which are in the so-called sterling bloc. 
Would not that result, in practical effect, 
in two great organizations2 That is, 
instead of stabilization, would it not re­
sult in a division of . the world into two 
organizations, each of which would be 
attempting to stabilize its currency for 
its O\l4n members? 

Mr: BARKLEY. It would result either 
in a division of the world into two large 
blocs, or it would result in the total col­
lapse of any economic international ar-
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rangement by which all . nations might 
survive. 

Mr. TUNNELL. This would affect not 
only Great Britain but all the nations 
which are interested in the sterling bloc, 
or have funds in that bloc. 

Mr. BARKLEY. Undoubtedly; and 
any other nation which might have any 
restrictions at all brought about by the 

· necessities of the war. , 
Mr. TUNNELL. So the amendmentUn 

effect, is calculated to destroy and wipe 
out this agreement. 

Mr. BARKLEY. Undoubtedly. I re­
peat my hope, Mr. President, that the 
amendment will be defeated. 

Mr. WILEY. Mr. President, I had not 
expected to say anything in this debate. 
I am not a member of the Senate Com­
mittee on Banking and Currency, which 
considered Bretton Woods. Neither have 
I had time, except in th~ past few days, 
to give any detailed consideration to the 
measure. I have listened to all the 
speeches delivered on the floor of the 
Senate, and they provoke me to express 
these ideas: 

First, there is a great divergence of 
opinion among bankers, economists, and 
farm organizations as to the value of the 
Bank and the Fund in the postwar period. 
Some opinions are as far apart as the 
poles. 

· . Second, everyone agrees that the mat­
ter of administration of both the Fund 
and the Bank is the most important fac­
tor in the .picture. Without good ad­
ministration, both sides of the argument 
agree that the Bretton Woods idea would 
operate detrimentally to all concerned. 
I do not think any large degree of proof is 
required to demonstrate the- correctness 
of that conclusion. 

Third, there is a difference of opinion 
as to whether or not it would be advisable 
to-postpone action until after President 
Truman returns from Europe. Yester­
day that proposition was voted down. 

Fourth. there is a difference of opinion 
as to the advisability of having the Bank 
without tQe Fund. 

Fifth, there is a diversity of opinion as 
to whether it would be better to have 
one American organization~something 
on the order of the Export-Import 

·Bank-backed solely by American re­
sources and -managed by Americans, to 
dish out the money. 

Shakespeare once said something 
which has been quoted over and over 
again: 

Neither a borrower nor a lender be 
- For loan oft loses both itself. and friend, 

And borrowing dulls the edge of husbandry. 

In Henry IV, Shakespeare also said: 
I can get no remedy against this consump-

tion of the purse; 
Borrowing only lingers and lingers it out, 
But the disease is incurable. 

Note the last clause, the disease is in­
curable. 

We are living in a paradoxical time. A 
few years ago this Chamber rang with 
the voices of those who damned the in­
ternational bankers, the individuals and 
banking corporations whose business it 
was to provide the economic life blood for 
intercourse, trade, commerce, and indus­
try. They were severely condemned. 

Now America becomes the great inter­
national banker. But while she provides 

the funds, she does not control them. Is mitments. He has nothing to fear from 
that wise? When defaults occur, will the open truth. The blame for the cen­
Uncle Sam again be called "Uncle Shy- sorship lies elsewhere. This censorship 
lock"? Let us think this thing through. must not go unchallenged. 

I believe that when we do business we I, therefore, invite attention once again 
should do business. Wnen we engage in to Senate Concurrent ·Resolution 20, 
charity, we should forget busine5s. We which I introduced on July 9 for the 
should decide now, if we are going into purpos~ of putting a stop to censorship 
this international game of rejuvenating like this. 
other lands, whether it be business or I respectfully but firmly submit that 
charity. We should also decide whether Congress should take action on this reso­
the role of a meddler-and we cannot lution now. I fear that unless it does 
help meddling if we are to supervise we are in for more, and not less, muz­
loans-is the role which we wish to un- zling of the press abroad. The promises 
derta~e. of the United Nations will come to be 

On the subject of what we are enter- thought of as mere "lip service," and the 
ing into, the situation in Europe, which is heart, the spirit, and the faith of the 
provoking so much controversy among world will once again be broken. 
men who want a free press, should cause The Potsdam censorship is a ghastly 
us to pause in our deliberations here. example of dictatorial behavior. It can-

Mr. President, one of the most mo- not possibly be of help in ir~augurating 
mentous meetings of our time is occur- the new world era of freedom. Let the 
ring at this moment at Potsdam, 10 miles censorship there be lifted-now. 
west of Berlin, yet the reporting o:f this Mr. President, I wish to return to a 
meeting is turning out to be possibly the subject which causes my memory to 
PlOSt inadequate reporting of any major click. I am speaking now in relation to 
international gathering. the Bretton Woods agreements. I expect 

This is definitely not the fault of the to vote for the Bretton Woods program. 
able newspaper and radio correspond- - Mr. TOBEY. Mr. President, will the 
ents who are assembled near the scene of Senator yield? 
the conference. The correspondents Mr. WILEY. I yield. 
want to bring light to the peoples of the Mr. TOBEY. The correct pronuncia-
United Nations who hunger for that tion is "Bretton"-with a short "e."" 
light, who crave the truth about the Will the Senator please pronounce it cor­
decisions being reached at Potsdam. rectly? It jangles my nerves to hear it 

Rather, this inadequate reporting is called "Bray-ton" Woods. 
the fault of the ridiculous censorship Mr. WILEY. I thank the Senator, but 
which has been clamped over all but the I am not so sure that he is correct. It 
most trivial items about the conference. depends upon whether one is in Wis-

Because of this censorship, corre- consin, New Hampshire, on the high seas, 
spondents are being forced to _cool their or in Britain, Brittany, or elsewhere. I 
heels outside the official ·compound. am sorry the Senator's nerves are so 
Within the compound, the entire group tender. 
of delegates are locked up like indiscreet Mr. TOBEY. If the Senator were to 
maidens who might talk too much. The call it "Bray-ton" Woods in New Hamp­
correspondents cannot even get to the shire, he might not come out alive. 
technical advisers of the State Depart- Mr. WILEY. I do not care to enter 
ment to discuss the proceedings with into that discussion, because it only" 
them. takes us away from the discussion of 

Instead, the correspondents are being serious matters which we should con­
spoon-fed a dish of trivial mush-hand- sider. 
outs about such things as how much It will be remembered that under the 
wine, and how many alarm clocks and set-up of the Bank under the Bretton 
refrigerators have been flown to the con- Woods proposals, the plan was to lend as 
ference. As a result, the correspondents much as $9,000,000,000 or $10,000,000,000. 
are being forced to wl'ite many of their The way that is proposed to be done can 
stories of the progress of the conference best be set forth by an illustration given 
on the basis of sheer conjecture and in the testimony. 
rumor. If one of the public utilities of Athens 

Mr. President, during the military op- should be destroyed, and it were desired 
erations in Europe the correspondents of to build another, Athens could make ap­
the press and radio were entrusted with plication to the Bank for $50,000,000, for 
the highest military secrets affecting the example. The investigators of the Banl{ 
lives of countless Allied fighting men would decide whether or not it was a 
and, indeed, the success of those opera- good loan. Then the Greek Govern­
tioris. The correspondents established a ment would guarantee the loan if it were . 
magnificent record of faithfulness to that approved. The Bank would also guar­
trust. Is this consorship now to be their antee it. The paper or bonds of the· 
reward? Is this censorship to be the Greek utility would then be sold to the 
shape of things to come? American people, or to people anywhere 

Everyone ·can appreciate the need for · in the world. But there is no other 
reasonable privacy of the Big Three place in the world to sell them except 
leaders. No one questions the need for in America. Of course, our people, see­
protection from harm of those men and ing the guaranties, would buy the bonds. 
their highest aides. But we do question. Would it not be a tragedy if some morn­
why, for example, it is n~cessary to lock ing we should wake up to find that we 
up even the technical advisers beyond were having an experience with that· 
reach. paper similar to that which we had in 

I have not the slightest doubt that if our own country a few years ago, when 
President Truman could have his way certain great financial houses sold their 
there would be no censorship at Potsdam. bonds, guaranteed by one of the great 
He has : pledged to make no secret com- bond companies of this country, in every 
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hamlet and city of the country? Then 
those bonds went sour and the 'bonding 
houses and other financial houses which 
floated them went sour. 

Mr .. President, is it not strange that we 
are giving so much consideration to the 
creation of additional foreign trade? To 
me it is tragic, when we realize how 
many other nations, such as Britain and 
France, are in need of that trade. Let 
us not fool ourselves. The $15,000,000,-
000 of blocked currency is just as sig­
nificant regarding what is going to take 
place in the postwar period-in spite of 
Bretton Woods and in spite of the San 
Francisco Charter-as anything else we 
can dream of. 

Nations are fighting for their lives. 
The nations which have been bleeding 
to death are going to do the things that 
will sustain them economically. Fifteen 
billion dollars, so we have been told, is 
owed by Britain to the group of nations 
which constitute the sterling bloc. What 
has Britain done? She has done exactly 
what Germany and other nations did be­
fore the war. She has said, "With that 
$15,000,000,000 you can buy in Britain.'' 

I do not blame her; but let us not close 
our eyes and think that we are preach­
ing a Sunday-school lesson or anything 
of the kind to the people of Europe. 
They know what this is all about. The 
question is, Do we know what it is all 
about? That ~s why I am talking as I 
am today. I say to the Senate that we 
have had a lot of buncombe sold us here 
on the floor of the Senate about this 
foreign trade. We want to be friends 
with Britain; we want to be friends with 
France. They need that foreign trade. 
Yet we say that we must do this in order 
to get that trade. 

Where is the best market in the world, 
Mr. President? Thank God, it is right 
here in the United States of America. 
The American people have been "buffa­
loed" with a lot of propaganda on the 
reciprocal trade agreements proposition. 
The people of America were not told 
that 65 percent of our imports are on 
the free list. Then we reduced the tariff 
another 25 percent on the balance. But 
we did not interfere with the South's 
cotton. The South is being paid 4 cents 
on· every pound of cotton which it ex­
ports, and the South has an import quota 
on cotton. No, Mr. President, the whole 
idea there was to get some magical for­
mula into operation, a formula which 
will not really be magic, let me point out. 

So let us see. We know that our for· 
eign trade has averaged only from 3 per­
cent to 5 percent of our national income. 
Right now, instead of mixing up in inter­
national 'financial deals, in which we are 
l-iable to be holding the bag in the years 
to come, I feel that tlie better course 
would be to act the part of the good 
Samaritan. I think the senior Senator 
from Indiana [Mr. WILLIS] quoted Scrip­
ture yesterday and said that it is more 
blessed to give than to receive, but that 
we should do so wisely, and not under 
the guise of some financial deals for 
which we would be charged with being 
"Uncle Shylock." 

Mr. President, I heard something said 
earlier today by the distinguished major­
ity leader about interference by the Sen­
ate if it should add an amendment .. 
Wait a minute; wh~t has Britain de-

cided to do? Does o.nyone know? Let 
me read to the Senate an Associated 
Press article coming right from Britain, 
published in the Christian Science Moni­
tor, and dated at London, July 16: 

LoNDON, July 16.-A possibility that Britain 
would raise further ·objections to the Bret­
ton Woods plan was suggested by articles 
.in 'two of London's leading financial dailies 
today. 

With the plan coming before the United 
States Senate, financial circles here awaited 
congressional arguments as a prelude-

Note this-
to eventual debate in Parliament. 

The Financial Times said opinion in Brit­
ain as a whole had "probably hardened to­
ward acceptance of the basic principles of 
the final act," but that utterances by Sir 
John Anderson, Chancellor-of the Exchequer, 
suggested "we do not intend just to put our 
signature on the dotted line even if the 
American Senate passes on the legislation 
before it." · 

Mr. President, I do not .like the argu­
ment which has been made in the Sen­
ate, by which we, who are the congres· 
sional makers of treaties· and similar 

· agreements, are to be told that we cannot 
and should not vote an amendment be-

• cause that would upset some other na· 
tion's apple cart. The matter is bigger 
than that. We must consider a little 
self-interest. I am not sure that I shall 
vote for the amendment; as I have said, 
I have not been a member of the com­
mittee which has been considering this 
matter. 

Mr. MURDOCK. Mr. President, will 
the Senator yield to me? 

Mr. WILEY. I prefer not to· yield at 
this-time. 

Mr. President, I wish to say that if we 
who are Members of the Senate are to be 
told by the executive branch of our Gov­
ernment that we must follow after the 
Executive line of thinking-the fallacy 
of which was demonstrated so clearly 
yesterday by the distinguished junior 
Senator from Oregon [Mr. MORSE] when 
he took the hide off the OPA-if we are 
to be told that we simply niust foUow in 
the Executive footsteps all the time, we 
might just as well adjourn sine die and 
let the Executive run the show; but if 
we do that, freedopl. will go out the win­
dow. We need to keep in operation the . 
checks and balances of the Republic. 

I have read part of an article coming 
from London, and I now read further 
from it: 

"We in this country will consider it en­
tirely upon its merits," said the Financial 
Times. "It must not be assumed that we 
are out to raise bargaining points,"-

But listen to this, Mr. President­
"but our position is a peculiar one. We have 
already suffered severely in the cause of 
others and still have to face up to the inex­
orable pressure of economic circumstances." 

There you have it, Mr. President. 
Now I read further: 
. "The desire of the people of Great Britain 
is to follow an expansionist policy in ~ world 
trade, . but we must have room to turn 
around." 

Mr. President, I am still quoting from 
the article from the London Financial 
News: · 

The Financial News, taking note of the 
possibil1ty of American dollar loans, said 
:Britain would have to "give a blank sterling 
check to other nations." He added: 

"Un_der the Bretton Woods plan there is 
a risk that an unduly large amount of our 
limited exportable surplus of goods would 
be bought up with the aid of sterling placed 
at the disposal of the Fund." 

Mr. President, this gives me an oppor­
tunity to speak on another subject which 
came up in the Senate in the course of 
this debate. The Senator from Ohio 
[Mr. TAFT] spoke of the great threat pre- · 
sented by Government . propaganda. 
Tens of thousands of men and women are 
paid to engage in that work; some say 
that more than 20,000 employees of the 
Governm~nt engaged in it, engaged in 
"selling" the public just one side-the 
Government's side. It may be that there 
is a difference of opinion on a given sub­
ject among Government officials but 
only one side of the matter is pres~nted 
to the public. I agree that as soon as 
possible we should demobilize the whole 
crew of Government propagandists. If 
the people's money is to be spent for 
such a purpose, the Government should 
present both sides. 
- Mr. President, from what I have said 
do not get t~e idea that I am entirely 
unsympathetic to the proposition which 
we are discussing. I realize that this 
Bretton Woods idea did not originate in 
C~ngress. It was born in the fertile 
mmds of New Deal economists, and if 
I have any fear at all it will be that if 
we allow such economists to run this 
show-representing America-we will 
find th~t we will not only J:>e "holding 
the bag," but that we will not have ma­
terially helped our Europea~ neighbQr&. 

When Alexander Hamilton dealt with 
Thomas Jefferson in relation to the loca­
tion of the seat of government-and he 
g~ve Jefferson the right to designate this 
site and got Jefferson's support of his 
proposition that the Federal Govern­
mez;tt would assume the obligations of the 
vanous States-he had faith in some­
thing in this country. His faith was not 
based upon foreign soil. He had faith 
in American industry and in its ability 
to produce and to save. All the obliga­
tions of the Federal Government and of 
the States were thereby made good. 
· What is the pertinency of these re­
marks? Just this: These foreign coun­
tries are in bad shape. Some of the 
nations of Europe are bleeding to death. 
They are in economic turmoil. The 
object or Bretton 'Woods is high and 
noble, namelY;' to lend assistance so that 
life will once again be worth while ·Jiving 
in those· stricken areas. · 
, But 'I ask you, Mr. President, whether 
this shot-in-the-arm is going to do the 
job. Perhaps I should ask, "Will it even 
help?" If it will, then it will be ·worth 
the shot. But before we can be sure 
that it will help, we must know that 
these nations are entering upon the 
highway to help themselves as we did, 
as we have always done. And we must 
make sure, too; that in our dealing with 
them we are not depriving them of the 
very thing that will help nourish them 
back into economic and political health. 

I refer to the matter of foreign trade. 
We have made a fetish of it. We propa­
gandized the subject so that one would 
think that instead of 5 per·cent ·of our 
income being dependent upon . foreign 
trade 95 percent of it is so dependent. 

• 
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Now, do not get me wrong. I believe 

America should increase her foreign 
trade. But I -know that the best, the 
healthiest, and the soundest markets in 
the world are here in America, and I 
am not in favor of: 

(a) Chiseling away the foreign mar­
kets of some of the other nations which 
absolutely need those markets in order 
to live. 

· (b) Spending our substance, like the 
prodigal of old, in foreign lands. 

I hope that what happened at San 
Francisco is an omen of what will take 
place in the world between nations. I 
hope that they not only desire to co­
operate but will cooperate. I hope that 
all nations will do what we did on this 
continent, and unless they do there will 
be no stabilization of money or currency. 
I hope that all nations will stop using 
unfair practices, such as currency block­
ing, currency devaluation, and so forth, 
in their international dealings. Will 
they stop such practices? It will be up 
to them. 

Mr. RADCLIFFE. Mr. President, will 
the Senator yield? 

Mr. WILEY. I yield. 
Mr. RADCLIFFE. A few minutes ago 

I understood the Senator to say that 
the purpose-! had the impression that 
he emphasized as the sole purpose of this 
proposal is to help other nations. Would 
not the Senator be willing to enlarge 
upon the scope of his statement? Does . 
he not believe that it is highly desirable 
that we also receive some benefit from 
the pending plan, and that also we 
would undoubtedly obtain some advan­
tage from the successful operation of the 
Bretton Woods program? It may be, as 
suggested, that our foreign trade is only 
5 percent of our" total income. -

Mr. WILEY. No; it is not that much. 
Mr. RADCLIFFE. Whatever the per­

centage may be-l do not have the fig­
ures before me-----

Mr. WILEY. The greatest volume of 
our fo.reign trade at any time was only 
5 percent, and that was when we had an 
income of--

Mr. RADCLIFFE. Oh, is not the issue 
greater than that? If we eliminate our 
foreign trade, which would result in our 
country getting into a condition of un­
doubted economic isolationism, does not 
the Senator foresee that there would be 
many grave disadvantages which would 
~ccrue to· our-country, that many valu­
able industries would be injured there­
by, and that we would be affected ad­
versely in many other respects? 

Mr. WILEY. I do not disagree with 
that statement. I have always said that 
during this period many foreign coun­
tries need assistance and aid. But let us 
not chisel away from them the very thing 
which they need in order to sustain their 
life's blood and their well-being. Spend­
ing our substance like prodigals in for­
eign countries will not cure the situation. 
We built up Germany following the First 
World War. We lost billions of dollars. 
Shall we repeat the experiment? 

Mr. RADCLIFFE. If the Senator will 
further yield to me, I should like to give 
one illustration. 

Mr. WILEY. I do not question the 
statements of the Senator that if the 
Bretton .woods arrangement . operates 
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successfully, it will be beneficial to us 
as well as to the other countries. 

· Mr. RADCLIFFE. · Of course, we· 
should not enter into any kind of an 
agreement or other arrangement, public 
or private, unless we assume that it will 
probably result successfully. But every 
plan must be administered efficiently if 
we reckon at all upon success. 

Allow me to give one illustration. We 
have made up our minds that we will 
maintain a merchant marine. We have 
tried to do so in the past at various times 
but each time we abandoned the effort. 
That was a dangerous program for us to 
follow out. At the present time, the var­
ious agreements existing throughout 
the world in regard to foreign shipping 
impose various kinds of restrictions on 
us in the operation of our merchant 
marine. 

It is desirable that those restrictions be 
eliminated and until they are so disposed 
of our merchant marine cannot really 
operate successfully. In fact, it is doubt­
ful whether it can operate at all in cer­
tain sections of the world until currency 
exchange and other present restric­
tions are removed. I will not trespass 
upon the Senator's courtesy by going into 
detail, but ;t am sure the Senator knows 
substantially what I have in mind, and 
I will not offer other explanation. 

Mr. WILEY. I understand fully what 
the Senator has in mind. Of course, 
there again we are confronted with the 
same problem with which we are con­
fronted in connection with the United 
Nations Charter. It is a wonderful in­
strument, and its purposes are noble. 
The real question is whether the con­
tracting parties will live up to it with the 
will, desire·, and continuance of purpose 
to carry through. We have had ·noble 
charters on previous occasions. We had 
the Kellogg-Briand Pact outlawing war. 
Approximately 50 nations signed it, but 
they did not live up to the nobility of its 
original purpose. 

. Mr. AIKEN. Mr. President, will the 
Senator yield? 

Mr. WILEY. I yield for a question or 
a short comment. 

Mr. AIKEN. The statement was made 
that our foreign commerce represents 5 
percent of our income. I thin!{ the Sen­
ator will find that following the First 
World War our foreign commerce in 1921 
represented about 12 percent of our in­
come. 

Mr. WILEY. I do not quite under­
stand the Senator's statement. I have 
looked at the figures time and time again. 
I may tell the Senator very frankly that 
the hope is, according to the best econo­
mists we have in the Government-and 
I heard them testify-that in the post­
war period we will have a maximum in­
come of approximately $160,000,000,000. 
Those economists have told us that, if 5 
percent of that income can be realized 
from foreign trade, it will be a wonder­
ful thing. But I do not care to quibble 
over what the amount may be. 

Mr. TAFT. Mr. President, will the 
Senator yield? 

Mr. WILEY. I yield. 
Mr. TAFT. The maximum amount 

which our exports have ever reached in 
recent years was 7 percent of our income. 
The Senator is referring to exports and 

imports. When we deal with national 
income we must make comparisons with 
exports because exports and not imports 
are what go to make up our national in­
come. I think it is perfectly clear that 
the total will be not more than 5 per­
cent, no matter what kind of a policy 
we adopt. 

Mr. WILEY. I thank the Senator. 
Mr. AIKEN. Of course, the goods are 

resold, and that must be counted in the 
total figures. 

Mr .. TAFT. When we compare for­
eign trade with national income, we must 
realize that national income means pay­
ments, money payments, not goods. 
Consequently when we compare foreign 
trade with national income we must 
compare only the exports, and not the 
two together. 
· Mr. WILEY. Mr. President, let me 

make myself clear. I do not wish to 
be placed on the spot with the idea 
that I am not in favor of getting all 
legitimate foreign trade we can get. Of 
course we want that. But I am not one 
of those optimists who, when he has $95 
in his pocket, will let someone get the 
$95 out of his pocket while he, himself, 
is looking for the other five. 

There is an old saying that distant 
p'astures alw-ays look the greenest. They 
are not, however. When we think of 
world conditions, we realize that what 
the world needs is economic, political, 
and spirtual health. The world does not 
need us to be chiseling in on what other 
countries need to sustain their economic 
health. 

Mr. President, that is very evident, 
and the ·fear of Britain is very evident. 
The British are not going to be taken 
for a ride. They know what business 
is, through the experience of centuries. 
We have not yet learned. We have been 
taken for so many rides that I do not · 
want us to be taken for any more. 

After all, Mr. President, this money is 
not our money, it does not belong to any 
of us. I think some folks will show 
whether or not they are sincere, when 
the plan goes into operation, by their 
eagerness to buy the bonds of Greece, for 
example. This money belongs to the 
people. We have had our lend-lease, and 
we have had our other great charitable 
performances . . I merely say that we 
have to get a few "Scotchmen" on our 
side who will think this thing through 
and trade as a Scotchman should. 

The object of the Fund is to provide 
the nations who have weak currency with 
stable American dollars, the right to bor­
row them by depositing their unstable 
currency with the Fund, ,the idea being 
that a shot of American "dough" will do 
the job. I agree with those who say that 
this by itself, if the nations continue in 
their old ways, will not help any. It will 
just give them the American "dough" to 
spend. 

On the other hand-and it seems to 
me this is what the American adminis· 
trator must insist upon-if these nations, 
whose currency is completely shot as we 
had demonstrated to us the other day on 
the :floor of the Senate, one of the Sena­
tors exhibited a roll of money which 
would choke an ox, representing the cur­
rencies of different nations, little pieces 
of paper representing billions of some-
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thing in those countries. If those nations 
desire to be assi~ted, then the greatest 
assistance we can give is not this eco­
nomic shot, though we can give that also. 
but a shot of constructive economic ideas. 
We have economists in this country who 
have not gone "hog wild" along the lines 
of Hitler's and Mussolini's advisers. 
Such men should be used. We have 
others, however, who have followed from 

. A to Z all the synthetic thinking of the 
economists who advised Hitler and Mus­
solini. 

The method of the Bank is to guaran­
tee the bonds or the paper of the projects 
found to be sound, so that the bonds or 
the paper can be sold in the markets of 
the nations. -

Before I conclude, I want to mention 
briefly another matter that was called 
to my attention by the remarks of Ad­
miral HART, the Senator from Connecti­
cut. 

Some of us have for years continu­
ously urged that Uncle Sam cease play­
ing the role of a prodigal. Whether we 
realize it or not, the war has served to 
impoverish America in many ways. We 
have lost some of the finest of our 
blessed young men. We have spent over 
a quarter of a trillion dollars. We have 
drained the American earth .of its min­
erals, and we have overworked our soil 
to yield the greatest possible amount of 
foods and textiles. 

... The so-called inexhaustibility of our 
wealth is so much hokum. Our so-called 
ability to feed, clothe, arm, transport the 
rest of the world is so much buncombe. 

As Admiral Ernest J. King said last 
April in one of his rare speeches: 

Rich as we are, we do not have the human 
or physical resources to dissipate our par, 
simony, generation after generation, in this 
manner. 

As Chairman Krug of the War Pro­
duction Board said in March: 

There is a limit to everything and America 
1s reaching that limit. I hope we can get 
this idea over to the other nations of the 
world, for we have scraped the bottom of 
the barrel in several respects. 

We do not think about that. What 
we do here in the Senate, is argue little 
segments of the whole subject, and for­
get the perimeter. 

Let us make this matter unmistak­
ably clear. Without our mineral re- . 
sources, for example, the United ·states 
would be reduced to an agricultural type 
economy, capable of supporting far less . 
than the 138.000,000 people now living 
within our borders at a standard which . 
is the envy of the world. The fact is 
that we owe our industrial and military 
power to our great mineral resources, 
the equal of which has not yet been 
developed in any other area of the globe. 

But it is. a fact that as of 1944 we 
had already exhausted the following per­
centages of our commercial reserves of 
these minerals: Over 95 percent of our . 
mercury, over 80 percent of our lead, 
over 70 percent of our chromium, 70 per­
cent of our tungsten, 70 percent of our 
zinc, 60 percent of our copper, almost 60 
percent of our petroleum, over 30 percent . 
of our iron ore. 

At the annual rate of use of 1935-1939, 
our tungsten will be exhausted in 4 years; 
vanadium in 7 years; our lead in 12 

years; petroleum 18 years; zinc 19 years, 
copper 34 years. 

We had better think a little -about hus­
banding our resources. I am not talk­
ing about paper greenbacks, or even 
about our gold. I am talking about 
those things without which this Nation 
cannot live in safety. 

We must husband our natural re­
sources. We must make unmistakably 
clear to the United Nations Social and 
Economic Council that the United States 
does not intend to continue and cannot 
continue to lavish its unreplaceable wares 
upon the peoples of the earth. L.et us · 
make clear to the Social and Economic 
Council that we do not intend to use dis­
proportionate amounts of our own finan­
cial resources as well as mineral re­
sources in relation to the financial and 
mineral resources expended by the other 
nations. 

We need tight-fisted, practical Am.er- ­
icans. in high places-men with warm 
hearts and souls, but men who are con­
scientious trustees of the peoples' values. 
We must stock-pile essential materials 
for our future national defense. 

We must not give away mineral re­
sources necessary to American safety­
resources bought with the blood and 
lives of our servicemen. Let our best ex­
pert mineralogists investigate the islands 
we have bought with our blood and sle 
what mineral resources we have there. 
Also let those who deal for America "talk 
turkey" to the Duteh and others of our · 
allies, and let us see what we can obtain 
in lands that we are reconquering for 
them to reimburse this Nation for the 
minerals we have spent in this Great 
War. 

We must be watchful lest free trade 
"nuts" open the :floodgates and eliminate 
production in those industries where we 
must retain our skills for purposes of 
national defense. 

We must beware lest, as admonished by 
Saint Paul, we fail to look out for our 
own, and become unworthy, and an in­
fidel to our own cause. 

Like the prodigal, we must awake and 
get rid of our prodigality, and come to a 
realization of the need to travel back to 
the father's house--an America, sane, · 
realistic, and brotherly. 

MESSAGE FROM THE HOUSE 

A message from the House . of Repre­
sentatives, by Mr. Swanson, one of its . 
reading clerks, announced that the House 
had passed without amendment the bill 
(S. 714) to amend the act entitled "An 
act to provide compensation for em­
ployees of the United States suffering 
injuries while in the performance of their 
duties, and for other purposes," as 
amended. 

The message also announced that the 
House had agreed to the report of the · 
committee of conference on the dis­
agreeing votes of the two House on the 
amendment of the House to the bill <S. 
592) for the relief of the estate of James 
Arthur Wilson, deceased. 

The message further announced that 
the House insisted upon its amendment 
to the bill (8. 1S4) for the relief of Mr. 
and Mrs. John T. Webb, Sr., disagreed to · 
by the Senate; agreed to the conference 
asked by the Senate on the disagreeing 
votes of the two Houses thereon, and that 

Mr. McGEHEE,. Mr. HooK, and Mr. PIT­
TENGER were appointed managers on the 
part of the House at the conference. 

ENROLLED JOINT RESOLUTION SIGNED 

The message also announced that the 
Speaker had affixed his -signature to the 
enrolled joint resolution <H. J. Res. 98) 
relating to the marketing of fire-cured 
and dark air-cured tobacco under the 
Agricultural Adjustment Act of 1938, as 
amended, and it was signed by the Presi­
dent pro tempore. 

Mr. ROBERTSON. Mr. President, as a 
result of this debate on the Bretton 
Woods agreement, I feel sm·e that even 
the Senators across the aisle will agree 
with me that the outstanding figm·e, the 
one Senator who really understands this 
whole proposition, who apparently un­
derstands the mass of intricacies it con­
tains, is the distinguished and able senior 
Senator from Ohio [Mr. TAFT]. For my 
part, I feel indebted to him for his un­
tiring energy, for his clear reasoning, for 
the service he has rendered this week to 
his country and to the world. His ap­
proach has been nonpartisan. He has 
been just as quick and ready to agree 
with his opponents as he has been to 
disagree with them. I feel that in the . 
years to come, when this measure will be 
on trial, that many of us, and many of 
those on the other side of the aisle, will 
turn to the CONGRESSIONAL RECORD of this 
week and read and ponder the wisdom of 
this man. · 

The country and the world should 
know that we who feel and are conscious 
of the inherent weakness of the Bretton 
Woods agreement, are equally anxious to 
do what we can to bring about, not only . 
world peace but world economic and cur- -
rency stabilization. • 

We differ with the proponents in our 
ideas as to how best to attain this ob­
jective and in the methods to be em­
ployed to put those ideas into etiect. 

We realize that it is the United States 
which is not only the keystone of th~ 
arch, but the very foundation of what­
ever structure is erected to bring about 
world economic stabilization. 

We also realize that it is an absolute 
necessity that the United States take 
control and through its stabilized cur­
rency, seek to bring about this· world 
stabilization. 

Never wer truer words spoken than 
those -used yesterday by the distinguished 
majority leader, the Senator from Ken-• 
tucky [Mr. BARKLEY] and the distin-

-guished chairman of the Banking and 
Currency Committee, the Senator from 
New York [Mr. WAGNER] to the effect 
that if the United States did not pass this 
Bretton Woods measure and thus be- . 
come a member of the Bank or Fund 
no other nation would do so. ' 

There is the crux of this whole ques­
tion. The · United States is absolutely 
indispensable to the · whole set-up. 
American stabilized currency, the United 
States dollar, is the very foundation of 
any plan for world economic stabiliza­
tion. 

Without the United States dollar the 
whole thing collapses. Without the 
United States dollar the whole thing is 
null and void. We are all agreed on · 
that; no one on the other side of the · 
aisle denies it. 
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Any plan for world stabilization with­

out· the United States is doomed to fail­
ure before it starts. We are all agreed 
on that, but we differ as to method. 

This bill will be passed. The vote 
which took place yesterday clearly indi­
cates this, and I know that nothing I 
say will alter the situation. 

In the Bretton Woods bill, a Fund or 
Bank is set up and operated by the 
equivalent of a Board of Directors or a 
loan committee. But this Board of Di­
rectors or loan committee is different 
from any Board of Directors or loan 
committee in existence in any bank in 
the world today, in that it is composed of 
the borrowers themselves or their nomi­
nees. If there are 50 members, con­
tributors, or stockholders in the Bretton 
Woods Bank or Fund, 49 of them are 
borrowers. I think there is some restric­
tion that no borrower may pass on his 
own loan. 

I was amazed when the distinguished 
Senator from New Hampshire [Mr. 
.ToBEY] advised the Senate, during the 
earlier days of this debate, that most of 
the bankers throughout the country fa­
vored this proposal. How long would 
their banks last if their loan committees 
were composed of the borrowers, they 
having the final word on all loans? 

We do not have to have very long 
memories to recall the many banks in 
this country that were in difficulties, a 
number of them as a result of unsecured 
loans to their own stockholders, or at 
least loans on their endorsement. 

What strange minds are at work in 
the various departments of Government 
to think up the many extraordinary and 
fantastic ideas which come before the 
Congress or which are issued in many 
directives and orders? Where do these 
people come from? Are they the result 
of some special or peculiar college course? 
OPA is an example of a bureau from 
which is issued the most extraordinary 
orders and complicated instructions for 
carrying out those orders that it is pos­
sible to imagine. I have seen orders 
issued in the last 2 weeks by OPA which 
even the many able and distinguished 
lawyers in the Senate would be unable 
to follow. I ask, Where do these people 
come from? 

I apply the same reasoning to the Bret­
ton Woods proposal. We are confronted 
by a world situation which requires our 
help to straighten it out. We are the 
only nation in the world that can help 
to do it. 

To my way of thinking, to be really effi­
cient and helpful, we must not only put 
up the money, but we must also control 
it, and through that control carry out our 
idea of how to obtain world economic and 
currency stabilization to the world. 

This is the fundamental difference be­
tween your viewpoint, your method, and 
that of the minority: Your bill, the Bret­
ton Woods proposal, places the handling 
of the money and the making of the loans 
in the hands of a committee of the bor­
rowing nations. 

Remember that the United States is 
the only nation that will put money into 
the Fund or Bank under the Bretton 
Woods proposal and not borrow from the 
Fund or Bank. Furthermore, as I un­
derstand, the United States can be out­
voted at any time by the borrowers in 

the disposition of the money in the Fund 
or Bank. 

That is your Proposal. That is your 
idea of how to obtain world economic and 
currency stabilization. As I have said, 
you have the votes to pass it, and if it 
becomes the law of the land, I hope and 
pray it will achieve its object. 

But why take this risk? Why go into 
the realms of fantasy when we already 
have in this country a bank of our own 
that can do this very thing? I refer to 
the Export-Import Bank. The very 
Banlt:ing and Currency Committee of the 
Senate which reported the Bretton 
Woods bill to the Senate with recorded 
opposition has just unanimously agreed 
vastly to increase the capital of the Ex­
port-Import Bank to enable it to do the 
very things it is hoped may be done by 
the Bretton Woods proposal. 

In my judgment the world would be 
better off, and would realize economic 
and currency stabilization quicker and 
more definitely through the Expqrt-Im­
port Bank under the able direction of 
Leo Crowley than it ever would under 
Bretton Woods. Why increase the num­
ber of banking institut4>ns when we can 
do the job with what we have? Let us 
put our money into the Export-Import 
Bank. Let that bank malt:e an impartial 
and unbiased review and survey of the 
whole world economic situation. Let 
that bank make the loans based on its 
review and survey. I think there is no 
doubt that investment in the Export­
Import Bank is a sounder financial prop­
osition for the United States than Bret­
ton Woods. Also I firmly believe that 
control by the United States of what­
ever fund or bank is to be used is a neces­
sity, both in the interest of the United 
States and of all participating nations, 
and most definitely ih the interest of 
world harmony and peace. 

Mr. AIKEN. Mr. President, I have 
been very much interested in the re­
marks of the Senator from Wyoming, 
and particularly in his criticism of the 
world Bank because its affairs would be 
controlled by the borrowers. It recalls 
to my mind a domestic situation which 
occurred in this country 10 years ago, 
when we were in the midst of the great­
est depression the world ever knew' . and 
our agricultural interests all over the 
country were very desperate; in fact, our 
farmers were in almost the same con­
ditiQn in which many of the small na­
tions of the world find themselves today. 

At that time Congress authorized the 
establishment of various agencies to lend 
to the farmers. Among those agencies 
was the Production Credit Corporation. 
I well recall how at that time produc­
tion credit associations were organized 
all over the country. I was one of the 
incorporators of such an association in 
my own district. We simply had to do 
it in order to save agriculture. We coUld 
not get credit anywhere else, any more 
than the small nations, which today have 
not the proper financial standing, can 
obtain credit. 

We organized production-credit asso­
ciations, which have now completed 10 
or 11 years of their existence. I think 
there is today no form of banking in the 
country with a record of such low losses 
as that of the production-credit associa­
tions. My own association has loaned 

several million dollars with no losses 
whatsoever. 

The point I wish to make is this: Every 
incorporator of a production-credit as­
sociation is a borrower, and every direc­
tor of a production-credit association, 
which makes loans amounting to hun­
dreds of millions of dollars a year, is also 
a borrower. He· is required to be a bor­
rower. And yet, so far as I know, no 
other method of banking shows such a 
small percentage of loss on its loans as 
do these associations, whicr. are a sort 
of bank, and which are operated wholly 
by the borrowers. I hope that the In­
ternational Bank will be as successful in 
being operated by the borrowers as the 
production-credit associations have been. 
ADMINISTRATION OF SURPLUS PROPERTY 

DISPOSAL ACT 

Mr. STEWART. Mr. President, I wish 
to · devote just a moment to refer to a 
message from the President, sent here 
on Tuesday, I believe, · recommending a 
one-man board, or control by one man, 
of the Surplus Property Board, instead 
of the three-man board which we now 
have under existing law. Last week I 
introduced a bill in the form of an 
amendment to the Surplus Property Act, 
ancf at that time I stated that although 
in the bill I introduced a year ago I lfad 
advocated the appointment of one man 
to control the Board or to serve as Ad­
ministrator of the Board, I would not 
press for that to be done at this par­
ticular time in view of the fact that we 
spent so many weeks last summer in 
fighting out that and other questions. 
But I am happy that the President has 
sent this message to the Congress; and, 
so far as I am concerned, I am quite 
willing to modify the bill I have intro­
duced so as to provide in it that one man 
shall be appointed to serve as Adminis­
trator over the Surplus Property Board. 

I merely wish to add that I think the 
most important thing the bill I have in­
troduced contains is a provision for plac­
ing the surplus-property problem in its. 
entirety under the control of the Sur­
plus Property Board or under the con­
trol of a Surplus Property Administrator, 
if the Congress sees fit to pass such a law 
as an amendment to the Surplus Prop­
erty Act. I think that is even more im­
portant than any other thing we can do 
now in connection with that problem. In 
light of the confusion and uncertainty 
which exist regarding surplus property, it 
seems to me that the sooner we provide 
for having control placed under one au­
thority and the sooner we provide that 
the right to dispose of surplus property 
shall be taken away from every other 
Government agency the sooner we shall 
render a real service to the country. I 
do not make the accusation that any sur­
plus property is being improperly dis­
posed of; but, as I have said before, with 
the situation as it is, with no particular 
body which can exercise central control 
and no individual who can exercise cen­
tral or complete control, with no inven­
tories obtainable, and with no infoi·ma-

. tion about the situation, except merely a 
smattering, there is great opportunity for 
the doing of things which shoultl not be 
done. I am afraid a great deal of dam­
age has already been done, because I 
know a great deal of property has already 
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oeen declared to be surplus. I know that, 
as the war has progressed and as condi­
tions have changed up to this date, a 
great deal of property has been or should 
have been declared to be surplus. I say I 
know that; I think it is so, and on the best 
"information I have been able to obtain, 
I believe it to be true. However, we seem 
to have only a meager amount of infor­
mation about what has become of that 
property. The statement was made 'that 
this matter might become a second Tea­
pot Dome and might embarrass the pres­
ent administration most seriously. I 
think that could happen. I think there 
is a responsibility and duty on the Con­
gress to enact such legislation _as will 
prevent improper disposition of surplus 
property and obviate the occurrence of 
anything which would become a scandal. 
That duty rests upon us today, and we 
should take such steps at once. 

So, Mr. President, I hope the Presi­
dent's recommendation with respect to 
one-man control will be adopted; and, 
as a matter of fact, I hope the bill I in­
troduced the other day will be passed, ' 
so that the Surplus Property Act will be 
amended as my bill provides. As I have 
said, it represents the views which were 
covered by the bill we introduced last 
year. The Senator from Ohio [Mr. 
TAFT] jofned with me in introducing that 
bill, and so did the Senator from Mon­
tana [Mr. MURRAY]. Many of the pro­
visions contained in the bill I recently 
introduced, providing for amendment of 
the Surplus Property Act, were contained 
in the bill which we introduced last year, 
and at that time we insisted on its pas­
age. 

Mr. TAFT. Mr. President, will .the 
Senator yield? 

Mr. STEWART. I yield. 
Mr. TAFT. Am I not correct in saying 

that the bill we introduced provided for 
a single administrator? 

Mr. STEWART. It did, indeed; that 
is correct. · 

Mr. TAFT. Also the bill provided for 
conferring the additional powers which 
now are found to be necessary. 

Mr. STEWART. As I remember-and 
I speak from memory-! think the bill, in 
the nature of an amendment to the .Sur­
plus Property Act which I submitted last 
week, contains a great many of the pro­
visions which were included in the bill, 
the passage of which we urged a year ago, 
after the Senator from Ohio and I and 
other Senators had worked for many 
weeks on it. 

Mr. TAFT. The bill which was passed 
was so substantially amended by the 
Committee on Milit ary Affairs, as I re­
call, that its authors did not recognize 
their own child. 

Mr. STEWART. I think the greatest 
amount of the damage was done in con­
ference; the conferees almost rewrote 
the bill. Nevertheless, it was entirely 
different when it finally was passed by 
both Houses of Congress, last summer, 
from what our original ideas were. 

I merely wish to add that I think the 
passage of the bill I have introduced pro­
viding for an amendment of the Surplus 
Property Act so as to place a single ad­
ministrator in control should be given 
early attention. I hope the bill can be 

considered and passed before the Con­
gress adjourns for the summer, because 
if we· take a 60-day recess, I do not know 
how much more surplus property will 
take flight, by night or otherwise, and 
will continue to afford an opportunity for 
damage to be done. 

Mr. WHERRY. Mr. President, will 
the Senator yield? 

Mr. STEWART. I yield. 
Mr. WHERRY. I wish to em:lo.rse 

what the distinguished junior Senator 
from Tennessee has said relative to the 
operations in connection with the dis­
posal of surplus property and to suggest 
to him, as a partner working on the 
Senate committee, that not only do I · 
support the enactment of such legisla­
tion by the Congress but I am ready to 
vote for what he now suggests. 

Mr. STEWART. Mr. President, I ap­
preciate the statement of the Senator 
from Nebraska. His work last year and 
his work this year on the surplus-prop­
ertyproblem and on the Subcommittee on 
Small Business, which, as a special com­
mittee, has assumed jurisdiction over pro­
posed legislation for small businessmen, 
has been invaluable. It was through his 
efforts, as I stated on the floor of the 
Senate the other day, that public an­
nouncement was made of the· loss of 
many thousand cans of canned milk 
which should have been declared sur-

' plus property if the situation had been 
properly handled and if knowledge of it 
had been possessed by one central ' 
authority. In that event, the canned 
mill{ probably would have been declared 
surplus and would have been disposed of 
in such a way that it would not have 
been lost entirely to the Government and 
to ciVilians throughout the entire world 
at . a time when the shortage of food is 
so serious a problem. 

Mr. President, let me say that I hope 
the bill I have introduced can be passed 
before a recess is taken by the Congress. 
THE BR ETTON WOODS AGREEMENTS-

Il'~TERNATIONAL MONETARY· FUND AND 
INTER NATIONAL BANK 

The Senate resumed the consideration 
of the bill <H. R. 3314) to provide for 
the participation of the United States 
in the International Monetary Fund and 
the International Bank for Reconstruc­
tion and Development. 

Mr. BUSHFIELD. Mr. President a 
few minutes ago the distinguished S~n­
ator from Vermont [Mr. AIKEN] spoke 
of the production-credit associations 
and the fine work they have been doing 
among the farmers in this country. I 
have not heard any Member of this body, 
even during the debate on the Bret ton 
Woods agreements, suggest that the loans 
to be made under the Bretton Woods 
agreements will ever be repaid. I do not 
know whether it is expected that they 
will be repaid, but it is very clear in my 
mind that following the last World War 
we loaned $11,000,000,000 to foreign na­
tions, and very little of it has ever been 
repaid. In addition, about $14,000,000,-
000 worth of foreign bonds were peddled 
among the people of this country l;>y a 
few international bankers, and very few 
of those bonds have been repaid. As a 
matter of fact, a definite ~raud was per-

petrated upon the people· Of this country 
at that time, and-it took in all classes 
of our 'people. ·Now, under the Bretton 
Woods agreements, we are proposing to 
loan or give away-whichever .it may be 
called-more billions of dollars, and I 
am wondering what the distinction is 
between the fraud which was perpetrated 
25 years ago and the present propOsal. 
That question has been in my mind fat 
several days, and I cannot arrive at an 
answer to it. Apparently the billions of 
dollars we are going to throw into this 
thing-and I am not "kidding" myself 
about the result of the vote on it-will 
be given away, without hope of having 
them returned to the people of this coun­
try. 

Mr. WHERRY. Mr. President, sup­
plementary to the remarks made by the 
distinguished junior · Senator from Wyo­
ming [Mr. RoBERTSON] relative to the 
lending agency known as the Export­
Import Bank, I should like to say that in 
tbe debate we have had on the floor of 
the Senate for the past several days we 
have discussed an international lending­
spending policy. Very soon we shall be 
called upon to pass upon another sec­
tion of 'that policy which has been pre­
sented to us in the form of a bill to ex­
pand lending power of the Export-Im­
port Bank to $3,500,000,000. 

As I have already said on the floor 
of the Senate, I expect to support the 
proposed increase. I think we should 
make those loans to foreign countries 
under the control of an agency which 
has already been established. Hciweyer, 
I wish to say that we may be certain that 
other lending proposals will be present~d . -
in due t ime. These spending-lending 
schemes always come to us by piecl;meal, 
because it is my opinion that the Amer­
ican public would not stand for one huge 
spending-lending program if it were _of­
fered at one time. 

Mr. President, during the course of 
the debate which has been taking place 
it has been represented that the United 
St ates did nothing for the world during 
the period between World War I and. the 
present World War. It was represented 
that if we· had helped more in a ma­
terial way, and had given greater eco­
nomic cooperation, we might have helped 
to avert the present war. I am thinking 
particularly of the very forceful argu­
ment which was made yesterday by the 
distinguished junior Senator from Ar­
kansas [Mr. FuLBRIGHT], who, to my re­
gret, is not in the Chamber at the present 
time. On page 7672 of the CONGRES­
SIONAL RECORD will be found his remarks, 
from which I quote in part: 

To those who still believe that wit hdrawal 
from the world is the proper course to pur­
sue, it seems to me it should be sufficient 
to recall the past 25 years. In 1919, as a 
Nation we followed their advice. We per­
sis ted with our high tariff, our refusal to 
join the World Court, and to pass the Neu­
trality Act. It seems to me that since we 
followed their policies to the bitter end 'and 
have thoroughly suffered their d isast rous E"-f­
fects, they should be willin g, at least , to 
acknowledge the possibility of th.eir errors. 

It has always been represented by 
proponents of the Bretton Woods pro­
gram that we should help foreign na­
tions help themselves, because in so do-
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1ng we thereby insure a lasting peace. 
That argument is made with the greatest 
of force, and it is urged frequently in 
behalf of the adoption by the Senate of 
the Bretton Woods program. 

I was very much interested in the . 
statement of the junior Senator from 
Arkansas relative to the fact that we 
had done nothing from 1919 to 1939 to 
aid foreign nations. I am considering 
now the period between the two great 
World Wars so that there may be no con­
fusion about what we did during that 
time. It has been contended that the 
United States did not do its part in its 
relationship with other nations of the 
world in affording them the articles 
which they needed, and in engaging in 
international trade with them. What 
do the figures show, Mr. President? 
From 1919 to 1939 Americans sold goods 
and services to foreigners in the total 
amount of $91,296,000,000. That figure 
represents a great volume of business. 
It represents a great volume of services 
and a huge quantity of goods. Those 
transactions took place during the pe­
riod with reference to which it has been 
said that America did not do anything 
to help establish the economic relation­
ships of. the nations of the world, and 
thereby contributed to bringing on the 
Second World War. 

Mr. President, what about those do­
ing bUsiness with us? Foreigners sold 
·goods and services to Americans from 
1919 to 1939 in the amount of $79,261,-
000,000. 

The excess of goods and services fur­
nished to foreigners by Americans dur­
ing the period from 1919 to 1939, exclu­
sive of the First World War debts, 
amounted to $12,035,000,000. 

Some will say, "Yes, but the goods 
were all paid for." I agree that they 
were paid for in some form of a token 
payment. However, most of the goods 
were paid for in bonds which later de­
faulted which have not yet been paid, 
and wili not be paid to the people of this 
country. 

So in addition to the foreign trade 
which we carried on with other nations 
of the world during the period with ref­
erence to which it has been said that we 
did not do our part in conducting the 
business of the world, we gave to foreign 
nations in the way of ·excess goods and 
services $12,035,000,000. 

I do not wish to bring the subject of the 
wars into this argument, but if Sena­
tors wish to add to the amount which I 
have stated the defaulted bonds of 
foreign nations, another $12,000,000,000 
could be added which would bring the 
total up to approximately $25,000,000,000. 

Mr. President, such vast outpouring of 
resources and labo:r was a part of our 
international contribution to the world 
during the period in which we hoped to 
substitute dollars for bullets. Later on 
we lost our dollars, and did not escape 
the bullets in the Second World War. 
We also poured out nearly $13,000,000,000 
which is unaccounted for. The outpour­
ing of our wealth did not make for peace. 
It was followed by World ·war II. A crop 
of dictators sprang up, played world 
politics, and we were called Uncle Shy­
lock, 

Mr. President, if we may judge by the 
vote taken yesterday, I predict that we 
will again pour out untold billions of 
dollars in our resources and our labor. 
I think that is the situation which is 
ahead o~ us in this ne:w era of dollar 
diplomacy. 

Mr. President, I have before me a table 
showing the balance of goods and serv­
ices between the United States and 

foreign countries during the period 1919 
to 1939, which I invite all Senators to 
examine before they decide to vote to 
continue the spending-lending spree 
which we have already established. I 
ask unanimous consent that the table be 
printed in the RECORD at this point as a 
part of my remarks. 

There being no objection, the table 
was ordered to be printed in the RECORD, 
as follows: -

The balance of goods and services between the United States and foreign countries, 1919-39 
- [In millions of dollars] 

Credits-What Americans sold to foreigners Debits-What Americans received from 
in goods and serv ices foreigners in goods and serv ices 
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0 

~ =<I) .s ~~ = 
<I)~ .s ~~ ol .,s § ... +>o. .~~ ol §s §.~ +>A .l:l .l:l+" ~~ .l:lo. .l:l .l:l+" ~~ .l:lO. ''"'d t! ~ .a ~~ t;L•.-< 

~g ~ t! c:>[;l ~~ bll·'"" ... ~ 
~ •.-<.l:l •.-<.l:l Q) Q)'d -~til Q)tll Q) :D;a- rnrn cprn ::IG:> 

::E ::E"' ::E ~ 
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::E ~ol ~ ~ 
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E-< E-< E-< E-< 
------------------------- ------
1919 _______ ___ ------- - 7, 920 ------ 170 510 (1) 8, 600. 3, 904 ------ ------ 437 (1) 4, 341 
1920 ____ -_- ------ - ----- 8, 228 ------ 26 203 (1) 8, 457 5, 278 ------ ------ 110 (1) 5, 388 192L ___ ______________ 4, 485 ------ ------ 90 (1) 4, 575 2, 509 ------ 11 57 (1) 2, 577 
1922 ______________ --- - 3, 832 ------ 58 71 60 4, 021 3, 113 ------ ------ 64 360 3, 537 
1923 ___ _ - - -- - ----- - --- 4,167 ------ 71 65 100 4, 403 3, 792 ------ .......... .. 73 500 4, 365 
1924 ____ -- - ----------- 4, 591 ------ 96 76 100 4, 863 3, 610 ------ ............. 68 600 4, Z78 
1925 ______ - - - - -------- 4, 910 ------ 94 75 100 5, 179 4, 227 ------ ------ 83 660 4, 970 
1926 _____ _________ ---- 4, 809 ------ ------ 127 142 5, 078 4, 431 ------ 18 188 640 5,Z77 
1927-------------- --- - 4, 865 ·----- ------ 140 153 5,158 4,184 ------ 21 206 681 5, 092 
1928 ____ -- ------------ 5,128 ............ ------ 147 163 5, 438 4, 091 ·----- 88 227 715 5, 121 
1929 ___ _ ------- - - - - - -- 5, 241 ............. ------ 206 183 5, 630 4,400 ------ 105 272 821 5, 598 1930 ___ ____ _______ ---- - 3, 843 ------ ----7- 155 160 4, I58 3, 061 ------ I6 251 762 4,090 
1931_ ________ ___ ----- - 2, 424 ------ 117 112 2,660 2, 090 ------ ------ 189 568 2, 847 
I932 ____________ --- - -- 1, 612 ---85- 3 73 71 1, 759 I, 323 --i62- ------ 118 446 I, 887 1933 ________________ - - 1, 675 105 49 71 1, 985 1, 450 20 65 292 1, 989 
1934 ___ _________ ------ 2, 133 88 103 61 94 2, 479 1, 655 85 38 - 96 314 2,188 
1935 ___ _ - - ------------ 2, 283 105 129 63 117 2, 697 2, 047 86 52 99 409 2,693 
1936 ____ -------------- 2,456 66 191 68 139 2, 920 2, 423 41 68 129 497 3,158 
1937------------ ------ 3, 349 79 230 107 160 3, 925 3, 084 42 61 210 563 3, 960 
1938_- ---------------- 3, 094 61 189 118 1,66 3,628 1, 960 43 67 164 532 2, 766 
1939 2_-- -------- - --- - 3, 177 64 147 125 170 3, 683 2, 318 44 59 249 469 3, 139 -----------------------------21-year totaL __ 84,222 548 1, 619 2, 646 2, 261 91,296 64,950 503 624 3, 355 9, 829 79,261 

1 Not reported. 
• Unrevised. 

The United States sold goods and services to foreigners from 1919-39 totaling _____ ____________ ____ ___ $91, 296,000, 000 
}~oreigners sold goods and services to United States 1919-39 totaling_________________________________ 79,261,000,000 

Excess of goods and services sold by Americans to foreigners, 1919-39------------------ -------- 12,035,000, 000 
Source: Selected from B alance of Payments of the United States. Annual tables 1919 to 1939, Department of Com­

merce. Excludes war debts and other purely financial transactions. 

Mr. TAFT. Mr. President, roughly 
speaking, the difference to which the 
Senator refers, namely, approximately 
$12,000,000,000, represents largely, I be­
lieve, the money which was advanced to 
European nations following the First 
World War of approximately $6,000,000,-
000, plus another $1,000,000,000 which 
we loaned during the 1920's. Some of 
that money, of course, has been repaid. 
A.large portion of it has not been repaid. 

I have before me a tabulation entitled 
"America's Experience With Foreign 
Lending and With Defaults on Loans 
Made to Foreign Countries," which gives 
all the data concerning the subject which 
seems to be available, although it is not 
in any sense complete. I ask unani­
mous consent that it be printed in the 
RECORD immediately following the table 
which has been put into the RECORD by 
the distinguished Senator from Nebraska 
[Mr. WHERRY]. 

There being no objection, the tabula­
. tion was ordered to be printed in the 

RECORD, as follows: 
AMERICA's ExPERIENCE WITH FOREIGN LENDING 

AND WITH DEFAULTS ON LOANS MADE TO 
FOREIGN COUNTRIES 

TABLE I. WHAT FOREIGN COUNTRIES CAN DRAW 
FROM THE BRETI'ON WOODS POOL OF CREDIT 

This table gives the quotas of foreign na­
tions to the Bretton Woods International 

Fund and Bank. It shows what the total 
pool of credit will be and the United States 
contribution. The size of the quotas in the 
Fund also shows what each country may bor­
row because each country may buy (borrow) 
the currency of another country up to 200 
percent of its quota. 

In other words, this table shows the pool 
or line of credit which will be available to 
foreign borrowers. The aggregate total of 
the pool is · $17,900,000,000 ($8,800,000,000 ln 
the Fund and $9,100,000,000 in the Bank). 

(Source: United Nations Monetary and 
Financial Conference, Final Act and Related 
Documents, State Department publication 
No. 2187, conference series 55, Washington, 
D. C., 1944.) 

TABLE I 

Australia _______________ _ 

Belgium ___ ---------- - --Bolivia _________________ _ 

BraziL-- ~ -------------­
Canada_ -------------- - -
Chile ___ ·----------------
China __________ -- ------ -
Colombia_----------·----Costa Rica _________ ____ _ 
Cuba ___ ---------·-------
Czechoslovakia _________ _ 
Denmark ________ ______ _ 

Bretton Woods quotas 

Fund Bank 

$200, 000, 000 
225, 000, 000 
10,000, 000 

150, 000, 000 
300, 001', 000 
50,000,000 

550, 000, 000 
50, 000, 000 
5, 000, 000 

50, 000, 000 
125, 000, 000 

(1) 

$200, 000, 000 
225, 000, 000 

7,000, 000 
105, 000, 000 
325, 000, 000 
35,000,000 

600, 000, 000 
35,000,000 

2, 000,000 
35,000,000 

125, 000, 000 
(1) 

· - t Shall be determ ined after D anish Government is 
ready to sign agreement. 
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TABLE !-Continued 

BrettQn Woods quotas 

Fund Bank 

Dominican Republic ____ $5,000,000 $2,000,000 
Ecuador _________ .~- .. _. 5,000, 000 3, 200,000 Egypt ___________ __ ______ 45,000,000 40,000,000 
EI Salvador _____________ 2, 500,000 1, 000,000 

~;~~~~~= ====== = = = ====== 
6,000,000 3,000,000 

4.50, 000, 000 450, 000, 000 
Greece. :- --------------- 40,000,000 25,000,000 
Guatemala ______________ 5, 000,000 2,000, 000 Haiti. ___________________ 5,000,000 2,000,000 
Honduras _____ ------ ____ 2, 500,000 1,000,000 Iceland __________________ 1, 000,000 1, 000,000 
India ___________ ------- __ 400, 000, 000 400, 000, 000 
Iran _____________________ 25,000,000 24,000,000 
Iraq ______ ------------ - -- 8,000, 000 6, 000,000 Liberia _____ ____________ 500,000 500,000 

~~~:~~~============= 
10,000,000 10,000,000 
90,000,000 65,000,000 

Netherlands _____________ 275, 000, 000 275, 000, 000 
New Zealand __________ ~ 50, coo, 000 50,000,000 
Nicaragua _______________ 2,000,000 800,000 
Norway----------------_ 50,000,000 !:0, 000,000 Panama _________________ 500,000 200,000 

~:~~~~=============== 
'2,000,000 800,000 

25,000,000 17,500,000 
Philippine Common-

wealth._--- - -- ---- ___ . 15,000,000 15,000,000 Poland ___________ _____ __ 125, 000, 000 125, 000, 000 
Union of South Africa ___ 100, 000, 000 100,000, GOO 
Union of Soviet Socialist Republics _____________ 1, 200, 000, 000 1, 200, 000, 000 
United Kingdom ________ 1, 300, coo, 000 1, 300, 000, 000 
Uruguay---------------- 15,000,000 10,500,000 
Venezuela _______________ 15,000,000 10,500,000 
Yugoslavia ____ ----- _____ 60,000,000 40,000,000 

TotaL------------ 6, 050, 000, 000 5, 925, 000, 000 

United Sta'b'es ___________ 2, 750,000,000 3, 175,000,000 

Grand totaL ______ 8, 800, 000, 000 9, 100, 000, 000 

TABLE ll. UNPAID DEBTS OF WORLD WAR I OWING 

TO THE UNITED STATES 

Of the countries entitled to use the Bret­
ton Woods pool of credits, the countries 
shown in this table, on January 1, 1945, 
owed the United States $12,425,993,107.27 as 
a result of loans ma~e by the United States 
to the Allied Governments before and after 
the armistice which ended World War I. 
Almost everyone today agrees that this is 
money out the window and down the hatch. 

These were loans made in Connection with 
the prosecution of the war and also covering 
the sale of surplus war and relief supplies 
by the United States to various European 
nations. 

These debts include amounts of unpaid 
principal, ~nd interest postponed, accrued, 
and payable under funding and moratorium 
agreements. The total figure does not repre­
sent the full total loss, the original loans 
have been scaled down, terms have been re­
adjusted, other revisions have been made. 

(Source: Memorandum covering the world 
indebtedness of foreign governments to the 
United Sta:tes (1917-21) showing the total 
amounts paid by Germany under the Dawes 
and Young plans, Treasury Department, fiscal 
service, Bureau of Accounts, revised January 
1, 1945, "Statement showing indebtedness of 
foreign governments to the United States, 
January 11 1945.") 

TABLE IT.-War debts owed to the United 
States by Bretton ·Woods countries, Jan. 
1, 1945 

Australia_~--------------Belgium ________________ _ $499,421,077.60 
Bolivia ________ ---------_ Brazil __________________ _ 
(Janada _________________ _ 
(nlile ___________________ _ 
China __________________ _ 
()olombia _______________ _ 
Costa Rica ______________ _ 
Cuba ___________________ _ 
Czechoslovakia __________ _ 172,778,593.22 I>enmark _______________ _ 
Dominican Republic ____ _ 
Ecuador ________________ _ 

Egypt ___________________ _ 
El Salvador ___________ · __ _ 

-~~~:~~----------------~--~--~~~--~ 
<3reece __________________ _ 
Guatemala ______________ _ 
Haiti ___________________ _ 
Honduras _______________ _ 
Iceland _________________ _ 
India ___________________ _ 
Iran ____________________ _ 
Iraq ____________________ _ 

Liberia-----------------~ 
Lux~mbo~rg ____________ _ 

MeXlCO------------------· 
Netherlands-------------· 
New Zealand ____________ . 
Nicaragua _______________ . 
Norway _________________ _ 
Panama ________________ _ 
Paraguay _______________ _ 
Peru ____________________ _ 

Philippine Common-
wealth----------------· Poland _________________ _ 

Union of South Africa __ _ 
U. S. S. R---------------
United Kingdom ________ _ 
Uruguay ________________ _ 
Venezuela ______________ _ 
Yugoslavia ______________ _ 

$4,568,112,799.40 
36,655,615.10 

302,915,014.20 

443,152,568.89 
6,339,714,782.58 

63,242,656.28 

Total ____________ 12,425,993,107.27 

TABLE ll-A 

The data of table II is here continued for 
the non-Bretton Woods countries. 
Fo'reign gove1·nment indebtedness to U. S. 

Government (World War I debts), Jan. 1, 
1945 

Argentina ________________ ----------------
Bulgaria_------ ___ .:. _____ -· _____ -- ________ _ 
})~g ___________________ ----------------
Estonia___________________ $24,205,435.81 
Finland__________________ 8, 842, 109. 88 
Germany_________________ 26,024,539.88 
Hungary_________________ _ 2,707,752.98 
Ireland ___________________ ----------------
ItalY--------------------- 2,049,722,534.34 
Latvia____________________ 9,995,371.04 
Lithuania________________ 8, 956,355. 95 
Rumania_________________ 74,018,719.94 
Armenia__________________ 25,891,371.09 
Japan ____________________ ---------------~ 

Total ______________ 2,231,364,191.62 

TABLE In. GENERAL CREDIT STANDING OF FOREIGN 

GOVERNMENTS IN THE MATTEa OF FOREIGN­

DOLLAR BONDS 

This table is a partial index to what may 
be called the general credit worthiness of 
foreign governments in the matter of for­
eign-dollar bonds at the end of 1940. 
~n December 31, 1940, the countries par­

ticipating in the Bretton Woods plans had 
foreign-dollar bonds outstanding amounting 
to $4,052,106,249. 

Of these bonds outstanding, $1,555,091,429 
·were in default as to interest and/or sinking 
fund. Funding bonds are included in this 
figure . . In other words, at the end of 1940, 
foreign borrowers participating in the Bret­
ton Woods plans had failed to meet their 
obligations on over 38 percent of the out­
standing dollar bonds issued or guaranteed 
by their governments. 

These figures include bonds issued or guar­
anteed by foreign governments or subdivi­
sions thereof, which have been publicly of­
fered and in respect of which default exists 
or is threatened. They are loans floated by 
national, state, provincial, departmental, mu­
nicipal, or corporate entities. 

All outstanding dollar bonds are included; 
no separation is made of the American-owned 
portion of these dollar bonds. 

(Source: Foreign Bondholders Protective 
Council, Inc., annual report, 1940, p. 71.) 

TABLE lli.-O.utstanding foreign dollar bond8 
(publicly and nonpublicly offered), issued 
or guaranteed by governments or political 
subdivisions thereof-principal amounts 
outstanding as of Dec. 31, 1940 1 

Outstanding In default 

Australia________________ $243,589,000 

~~!~:=======:======== 3~:~i: ~~~ ---~~~~~ffi 
8~:=~~=======~======== 1, ~:!~ ~g 1~: ~: ~~ Colombia_______________ 137,955,774 l~kgi;~~i 
Costa Rica.____________ _ 8, 077,188 8, 077,188 
Cuba __ ----------------- 101,982,900 32,245, 100 
Czechoslovakia__________ 4, 286,800 4, 286,800 
Denmark __ ------------- 125,488,000 ------- -- -----
Dominican Republic.___ 14, 853,000 3, 348, 000 
Ecuador________________ 12,262,700 12,262,700 
Egypt ____ -- ------------ - ---· ------------ --------------
El Salvador------------ - 12, rei, 525 12,081, 525 
Ethiopia ___ -------------- ---------------- --------------
France__________________ 13,099,600 --------------
Greece.----------------- 36,044, 500 36,044,500 
~u~~emala.._____ _____ ___ - 2, 710, 100 1, 344, 100 

irf.:~;~~;~~:~~ ~~~==~~;~l[~ ~-~-~,··~·~! 
Mexico ___ --------------- 303,832,453 303,832,453 

H!~~~~~~~~~~~~~~: ::::;~;~;~~~~: ~~~~::~ =~~==~: 
Panama._____________ ___ 17,604,552 14, 172,052 

~!~~f~~~~~~~~~~~~ ~~~-~~~~~~~~~~ ~~~~~~~~~~~ 
Pol!'lJld..__ __ __ ____ ___ ___ 77,661,543 77,661, M3 

&~r~~g~fg~~~t~~t~i;£ ---------------- --------------
Republics_____________ 75,000,000 75, 000,000 

United Kingdom_ _______ ----------- -------------- --- · 
Uruguay---------------- · 54, 67'3, 324 2, 709,500 
Venezuela...------------- ---------------- ------ - ---~ -
Yugoslavia._____________ 56, 112,190 00,302,700 

TotaL_---------- - 4, 052, 106, 249 1, 555,091,429 

1 Bretton Woods countries only. 

TABLE III-A 

The data of table TII is here continued tor 
the non-Bretton Woods countries.. 

Outstanding foreign dollar bonds (publicly 
and nonpublicly offered) issued or guaran­
teed by governments or political subdivi­
sions thereof principal amounts outstand­
ing as of Dec. 31, 1940 

Outstanding In default 

Argentina______________ _ $228,030,165 $13,861,790 
Bulgaria __ ------------- - 16,634, 5()0 16, 634, 500 
Danzig---------- ------- 4,367,885 4,367,885 
Estonia __ --------------- 3, 271, 500 --------------
Finland_________________ 13, 893,000 --- ------- ----
Germany __ ---- -- ---- --- 511,797,553 490,320, 400 
Hungary---------------- 17, 685,600 11, 197, 100 
Ireland_______________ ___ 816, 500 --------------
Italy __ ----------------- - 102, 149,400 102, 149,400 
Latvia.---------------- - ----------- __________________ _ 
Lithuania _______ :_______ 4, 700,694 4, 700, 694 
Rumania_ ______________ _ 88,394,350 88, 394,350 
Armenia.------------ --- _____________________________ _ 
Japan_------------------ 296,854.000 _____________ _ 

Total_____________ ~· 288, 595,147 731, 626, 119 

TABLE IV. A 38-YEAR. RECORD OF AMERICAN 
FOREIGN DOLLAR LOANS 

This table shows the status of foreign se­
curities issued and taken in the United States 
during the 38-year period 1897-1935. It in­
cludes not only publicly issued bonds and 
shares but also those privately taken-inso­
far as the latter could be identified. 

The table excludes all American corporate 
securities and all issues of foreign corpora­
t~ol_ls in which there is a minority American 
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interest of the direct-investment type. It 
excludes World War I debts. 
Bonds floated and, taken in 

the United States during 
the period totaled _________ $5, 036, 737, 000 

Total outstanding - on Dec. 
31 , 1935 __________________ 4,205,616,000 

Total amount of bonds in 
default as to interest _____ 1,251,766,000 

This is only the condition as of December 
1935. It takes no account of previous or 
cumulative losses by periodic adjustments of 
principal or by previous defaults on interest. 

(Source: Lewis, Cleona, America's Stake 
In International Investments, Brookings In­
stitution, Washington, D. C., 1938,. p. 659.) 

TABLE IV.-Status of American portion of for-
eign dollar loans (public and private issue, 
Government and corporate) Dec. 31, 1935 .1 

Total taken Bonds out-
in 0897_ standing 

1935) D~g3g1 • 

Bonds in 
default as 
to interest 

Australia ..•.... $271,200,000 $252,704,000 -- ----------
Belgium_____ ___ 188, 000,000 151,515,000 ______ -----· 
Bolivia......... 63,445,000 54,524,000 $54,524,000 
Bra;;iJ ____ ______ 379,050,000 30!), 151,000 288,102,000 
Canada . ........ 22,040,765,000 21,822,763,000 2 78,334,000 
Chile. .......... 256,378,000 228,068, 000 228,068, QOO 
China.......... 1, 771,000 1, 771,000 1, 771,000 
Colombia.... ... 177, 318,000 144, 220,000 144,220, 000 
Costa Rica..... 9, 800,000 8, 781,000 7, 198,000 
Cuba . . ....... .. 175,.108,000 115,218,000 72,497,000 
CzechoslovaKia. 37, 750, 000 29, 042, 000 3, 284, 000 
Denmark__ _____ 155, 521, 000 134,380,000 995,000 
Dominican Re-

public........ 19,000,000 15,464,000 ------------
Ecuador ________ --------------------------------------
Egypt. ________ __ --- --- ------- -- -------- - -- ------------
E I Salvador.... 7, 000, 000 4, 492, 000 4, 492, 000 
Ethiopia ....... ------------------------------- -------
France .. _______ 246, 610,000 148,423,000 ------------
Greece...... .... 26,000,000 24,636,000 24,636,000 
Guatemala..... 550,000 435,000 435,000 
Haiti__ _____ ___ _ 20,273,000 9, 809,000 ------------
Honduras ...... ---- -------- - ------------ - ------------
Iceland ......... ------------- --- ------ ---- ------------
India ........... ------------- ------------- ------------
Iran ............ ---------- --- ------------- ------------

. Iraq ............ ------ - ------ --------------------------
Liberia . . ~---- -- 2, 102,000 2, 192,000 -- ----------
Luxembourg ___ 8,000,000 6,007,000------------
Mexico. . . ...... 1J 6, 900,000 116,900,000 116,900,000 
Netherlands.. .. 44,149,000 43,310,000 ------------
New Zealand ... --- --------- - ------------- ------- -----
Nicaragqa ...... --- -- -------- -------- - - --- ------------
Norway. ....... 175,655,000 150,435,000-----------­
Panama........ 18,800,000 16,895,000 12,217,000 
Paraguay _____ __ ---------------------------------------
Peru_____ ______ 80,142,000 74,143,000 74,143,000 
Philippine Com· 

monwcalth ... 88,268,000 86, 262,000 2,500,000 
Poland__ _______ 139,255,000 96,559,000 -----·----- 7 
Union of South 

Africa._ .... __ ---- -------- - ------------- ------------
Union of Soviet. 

Socif!li~t Re· 
publics ...... - !29,000.000 29,000,000 29,000,000 

United King· 
dom. .. . ...... 143,000, COO 20,067,000 ------------

Uruguay _____ __ 54,937,000 51,039,000 51,039,000 
Venezuela.__ ___ 10, 000,000 10,000, 000 10, 000,000 
Yugoslavia... .. E0,500,COO 47,411,000 47,411,000 

TotaL ..... 5, 036,737,000 4, 205,616,000 1,251,766,000 

1 Bn,tton ·woods countries only. 
2 Includes Newfoundland . 

TABLE IV-A 

The data of table IV is here continued for 
the non-Bretton Woods countries. 
Status of American portion of foreign dollar 

loans (public and private issue, Govern­
ment and corporate) Dec. 31, 1935 

Total taken Bonds out-
in (1897_ standing Bonds in 

default as 
to interest 1935) D~3ai1, 

Argentina. _____ $388,844,000 
Bulgaria ........ 13, 500,000 
Danzig_____ ____ 3, 000,000 
Estonia._------ 4, 000,000 
Finland________ 42,000,000 
Germany·------ 1, 121,725,000 
Hungary------- 65, 100,000 
Ireland......... 15,000,000 

$325, 589, 000 $74, 815, 000 
12,916,000 12,916,000 
2, 590,000 ------------
3, 592,000 ------------

32,106,000 ------------
755,351,000 752,381,000 
48, 294, 000 48, 294, 000 
1, 805,000 ------------

Status of American portion of foreign dollar 
loans (public and private issue, Govern­
ment and corporate) Dec. 31, 1935-Con. 

Total taken Bonds out-
in (1897- standing 

1935) D~~3:1• 
Bonds in 
default'as 
to interest 

Italy.---------- $341,483,000 $239, 343,000 $3, 781,000 
J,atvia _________ ------------- ------------- ------------
Lithuania._____ 1, 846,000 1, 846,000 ------------
Rumania_______ 10,000,000 9, 115,000 9, 115, 000 
Armenia _______ --------------------------------------
Japan .--------- 416,879,000 323, 717,000 ------------

TotaL _____ 2, 423, 377,000 1, 756,264,000 901, 302,000 

TABLE V. MOST RECENT EXAMINATION OF 
AMERICA'S FOREIGN LOANS 

This table shows the results of another in­
dependent examination of the "status of 
American portion of foreign dollar bonds 
(amounts outstanding, partial, and complete 
defaults) as to interest service at end of 
1943." 

These bonds include all pubUcly and pri­
vately placed issues, regardless of . whether 
they are Government guaranteed, which have 
come to the attention of the Department of 
Commerce. 

World War I loans are excluded. 
The total bonds outstanding 

at the end of 1943 were ____ $2, 288, 500,000 

In complete default a<l to in-terest ____________________ _ 

In partial interest default 
through service at adjusted 
terms------------,-------­

In partial interest default 
through service at recuced' 
rates---------------------

Total in interest de­
fault on one account 

404,200,000 

204,000,000 

349,000,000 

or another_________ 957, 200, 000 
(Source: Estimated United States holdings 

of foreign dollar bonds, at end of 1943, ac­
cording to the Status of Interest Service, In­
ternational Payments Unit, Bureau of For­
eign and Domestic Cnmmerce, June 13, 1945.) 

TABLE V.-Status of American portion of foreign dollar bonds (amounts outstanding, par-
, tial and complete defaults) as to interest seTvice at end of 1943 1 · 

Bonds in partial defaults 
--------.-------1 Bonds in com­

Through 
adjustments 

Through 
reduced rates 

plete default 
Total amount 
of honds out· 

standing 

Australia. __________ ; _____________________________ ---------------- ---------------- ---------------- 2 $89, 300,000 
Belgium.------------------ -'-------------------- ~ ---------------- ---------------- $3, ooo, ooo 12, 400, 000 

-~~i\t:lll_:_~~u~H~~)~~~~))~~~~~~~~~~~~ ~~~~~~:;~ ~:=$~.~~~~1~ -----iii- '· ~ i i 
Cuba.------------------------------------------- 17,600, 000 ---------------- ---------------- 24, 500,000 
Czechoslovakia __ _______________ ________________ _ -------- -------- --------------- - 2, 000,000 2, 000,000 

~g!ii~~ ~~~~~~l~~============================ = ===== === ==== === = == = =========== == ·== ======= === = = == -- ----~~~ ~~~ ~~ Egypt.------------------------------------------ ---------------- ---------------- ---------------- ----------------

~~:i~~~~~~=== == ==== ===== = ======= ===== ======= ==== = = = = = == ===== == = = = ====== = === == = = = -.. ---=~ ~~~ ~~- -------=~ ~~·-~~ 
~~~~-~=~-~~~-=)--===!--=---=~-!=--= --==)~ ~~ ~-~~~~~~~~,.~,~ ~-=-=-~~=)---=)~ ~-;i= ~~·m mi ====:='tt ~: ~ 
India._. __ ------------------------------------ __ _ .. -------------- ---------------- ---------------- -- -- -------- -- __ 
Iran·--------------------------------------------- ___ ------------- _ --------------- ---------------- ------------ ___ _ 

t~~~i-ia~~== = = = == = == = ~ = ======= = == === = ==~ = = == = === == = == = ==== ==== ==== = = == = = = = == = ~:: = === == === === ==== = = == = = = = = == = == == = === Luxemburg ..... --------------------------------- ----- - -- ___ ..... ---------------- -------- _______________________ _ 

~eet~~~Iands·--~=================================== -----~=·-~~~~~- ================ -----~~~~~~~~~- -----~=~~~~~~~ New Zealand ... ---------------------------------- ---------------- ---------------- ---------------- ____ ____ ______ _ _ 
Nicaragua ...... ---------------------------------- ---~ ------------ __ -----------·-- -- -------------- _________ ______ _ 
NorwaY------------------------------------------ ---------------- -- --- -'---------- --- ---- --------- 25,000,000 
Panama__________________________________________ 8, 300, 000 . , 1, 200, 000 2-00, 000 13, 500,000 
Paraguay.--------------------------------------- ---------------- ---------------- ---------------- ----------------Peru _________________ __ ___ _______________________ -- -------------- ---------------- 53,200,000 53,200,000 
Philippine Commonwealth .... ___________________ ---------------- ---- ----------- - 1, 500,000 24,000,000 

~~fc!doi ·south-Xrrica=== == ===== = = = = = = = == =·= == = = = == = ==== ==== = = = == = = ~ = ==== === = ==== == ___ . _ =~~ =~~~ ~ ________ =~~ =~·-~~ 
~~f~~d

0

M~;~~t;-~~~~~!~:-~:~~~~~~-~============= ================ ================ ================ -------~·-=~·-~~~ Uruguay_________________________________________ 37, 9()(l, 000 ---------------- 700,000 38,600,000 
Venezuela ........ -------------------------------- ----------- _____ ------------- --- - ---- ----------- ------- ____ ____ _ 
Yugoslavia·-------------------------------------- ---------------- ---------------- 29,400,000 29,400,000 

TotaL_--------------. _______ • ____ .. ______ _ 204, 000, 000 349, 000, 000 404, 200, 000 2, 288, 500, 000 

TABLE V-A 

The data of table V is here continued for the non-Bretton Woods countries. 
Status of American portion of foreign dollar bonds (amounts outstanding, partial and 

complete defaults) as to interest service at end of 1943 

Bonds in partial defaults 
-------~--------1 Bonds in com- Total amount 

plete default · of ~~~~~no~t-Through Through 
adjustments reduced rates 

------·------·--:---~---- -------------·-----------
Argentina·------------------~-------------------- $53, 600,000 ----·--------~--Bulgaria •• ____ ._ .... __ ------- _____ .. ----. ________ . __ .. _________ .... __ . ______ ; _ ... 
Danzig ....... __ ... ---------------------· ___________ • ___________ . ___ . _____ __ _____ _ 
Estonia._ ..... ---------------------- ____ ---·- ___ ..•. _ •••• __ ...... ----. _ ••.. -.-.--

$600,000 
4, 800, GOO 
1, 800,000 
1, 300,000 

$160, 100, 000 
4, 800,000 
1, 800, coo 
1, 300, 000 
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Status of American portion of foreign dollar bonds (amounts outstanding, partial and 

complete defaults) as to interest service at end of 1943--Continued 

'Bonds in partial defaults 
1------.------1 Bonds in com­ Total amount 

of bonds out· 
standing Through Through plete default 

adjustments reduced rates 

Finland__________________________________________ $1, 3oo, ·ooo - --------------- ---------------- $3,700,000 
Germany .. --------"------------------------------ . --------------- ---------------- $73, 100, 000 73, 100, 000 
Hungary--------- •••. -- --- ----------------------- ----------- ----- ---------------- 31, 600, 000 31, 600, 000 
Ireland .... --------------------------------------- ---------------- ---------------- ----- ----------- 300, 000 
Italy--- ----------- ---------------------------···· ---------------- ---------------- 66,300,000 66,300,000 
Latvia .. _ ..•• ____ ._ ........................ .•• .•..••...•••.•••......•..••.....••.••••••.•........•••••.••..... ---
Lithuania ________________________________ ________ ---------------- ---------------- 400,000 400,000 
Rumania.---------------------------------------- ---------------- ---------------- 4, 400,000 4, 400,000 
A rmcnia .•...• _ •. _ --------- ..•• _. __ ...... __ .•• --- . -- .. --.-- •.•.•..••... ----- .. --. -------.-- .--.-- ••••••.. --------
J apan.- ------------------------------------------ ---------------- ---------------- 98,800,000 98,800,000 

TotaL_ .•. --------------------------------- 54,900,000 ---------------- 283, 100, 000 . 446, 600, 000 

Mr. TUNNELL. Mr. President, I have 
listened very attentively to the debate 
on Dumbarton Oaks and also Bretton 
Woods. I have been interested in the 
statement that no one seems to under­
stand the monetary question. I think 
that many persons understand practi­
cally all that it is necessary to under­
stand in regard to the monetary ques­
tion. I do not know that we must under­
stand each of the technicalities which 
might be connected with this great sub­
ject. I sometimes ride in an automobile, 
but I do not know anything about the 
machinery of it. I know when the auto­
mobile needs fixing. I know when it 
goes and when it stops. 

During the early part of this year I 
was in the Mediterranean area. At that 
time we heard constantly the contention 
being made that something would have 
to be done with reference to the money 
question if America was to have any 
trade in that area following the Second 
World War. The people of that area are 
desirous of buying where they can buy 
the cheapest, and selling where they 
can sell for the highest price. They are 
ordinary human beings, who have the 
business outlook in a situation of · this 
sort. I found that they were anxious 
that something be done. 

We then heard a great deal about the 
sterling bloc. in that area; and there is 
a sterling bloc. In the debate I have 
heard in the Senate I have heard no one 
deny that something should b"e done. 

Unfortunately we have had hints that 
a partisan political matter is being made 
out of the money question. A few days 
ago I saw a headline in the Washington 
Post in which it was stated that TAFT 
Opens GOP Fight Against Bretton 
Woods. Since that I have seen that an 
attempt is being made to make this a 
partisan political matter. Fortunately, 
in the vote yesterday there was a very 
clear indication that many Senators on 
the other side of the aisle did not believe 
in making it a partisan political issue. 

Mr. President, I think we have been 
shown that there is a necessity for some­
thing being done, and even in the pres­
entation of the motion that was made 
yesterday that this question be post­
poned until the 15th of November, there 
was a plain admission that something 
should be done within a short time. 

I shall now read some of the quota­
tions from the closing address to the 
Bretton Woods Conference by Henry 

Morgenthau, Jr., with reference to the 
question as to whether anything need be 
done. This is one quotaiton: 

The actual details of a. financial and mone­
tary agreement may seem mysterious to the 
general public. Yet at the heart of it lie the 
most elementary bread-and-butter realities 
of daily life. What we have don~ here in 
Bretton Woods is to devise machinery by 
which men and women everywhere can ex-

- change freely., on a fair and stable basis, the 
goods which they produce through their 
labor. And we have taken the initial step 
through which the nations of the world will 
be able to help one another in economic de­
velopment to their mutual advantage and for 
the enrichment of all. 

I quote further from the same address: 
To seek the achievement of our aims sepa­

rately through the planless, senseless rivalry 
that divided us in the past or through the 
outright ec~omic aggression which turned 
neighbors into enemies would be to invite 
ruin again upon us all. Worse, it would be 
once more to start our steps irretraceably 
down the steep, disastrous road to war. That 
sort of extreme nationalism belongs to an era 
that is dead. Today the only enlightened 
form of national self-interest lies in inter­
national accord. At Bretton Woods we have 
taken practical steps toward putting this les­
son into practice In monetary and economic 
fields. 

I quote further: 
This is the alternative to the desperate 

tactics of the past-compe~itive currency 
depreciation, excessive tariff barriers, un­
economic barter deals, multiple currency 
practices, and unnecessary exchange restric­
tions-by which governments vainly sought 
to maintain employment and uphold liv­
ing standards. In the final analysis, these 
tactics only succeeded in contributing to 
world-wide depression and even war. The 
International Monetary Fund agreed upon 
at Bretton Woods will help remedy this sit­
uation. 

Second, long-term financial aid must be 
made available at reasonable rates to those 
countries whose industry and agriculture 
have been destroyed by the ruthless "torch 
of an invader or by the heroic scorched earth 
policy of their defenders. 

Long-term funds must be made available 
also to promote sound industry and in· 
crease industrial and agricultural production 
in nations whose economic potentialities 
have not yet been developed. It is essential 
to us all that these nations play their full 
part in the exchange of goods throughout 
the world. 

They must be enabled to produce and to 
sell if they are to be able to purchase and 
consume. The International Bank for Re­
construction and Development is designed to 
meet this need. 

Objections -to this ·Bank have- been raised 
by some bankers and a few economists. The 
institution proposed by the Bretton Woods 
Conference would indeed limit the control 
which .certain private bankers have in the 
past exercised ovt!t international finance. It 
would by no means rest1:ict the investment 
sphere in which bankers could engage. On 
the contrary, it would expand greatly this 
sphere by enlarging the volume of interna­
tional investment and would act as an 
enormously effective stabilizer and guaran­
tor of loans which they might make. The 
chief purpose of the International Bank for 
Reconstruction and Development is to guar­
antee private loans made through the usual 
investment channels. It would make loans 
only when these could not be :floated through 
the normal channels at reasonable rates. 
The effect would be to provide capital for 
those who need it at lower interest rates 
than in the past, and to drive only the · 
usurious money lenders from the temple of 
international finance. For my own part, I 
cannot look upon the outcome wit h any 
sense of dismay. Capital, like any other com­
modity, should be free from monopoly con­
trol, and available upon reasonal?le terms to 
those who would put it to use for the general 
welfare. 

Here is a further quotation: 
This monetary agreement is but one step, 

of course, in the broad program of inter­
national action necessary for the shaping of 
a free future. But it is an indispensable step 
in the vital test of our intentions. We are 
at a crossroad, and we must go one way or. 
the other. The Conference at Bretton Woods 
has erected a signpost-a signpost pointing 
down a highway broad enough for all men 
to walk in step and side by side. If they will 
set out together, there is nothing on earth 
that need stop them. ' 

Mr. President, I have heard no argu­
ment which would tend to show that this 
statement of the Secretary of the Treas• 
ury was not correct and did not correctly 
depict the situation. There is the neces­
sity, all admit the necessity, yet some 
say action should not be taken now, and 
some say it should not be taken at all. 

It is said by some, "Let us simply fight 
the only proposal that exists," on the 
theory that no other one will ever suc­
ceed. This, to my mind, is an attack not 
only upon the economy of the Nation 
but upon the actual existence of the 
Nation. 

We have been told that the proposal 
is simply a gift of billions of dollars. 
There is nothing in the record, and noth­
ing in the history of events which led 
up to the Bretton Woods Conference, 

. that would give or justify that impres­
sion, and I do not know why such state­
ments are made. 

The Senator from South Dakota a 
while ago called attention to the fact 
that approximately $14,000,000,000, I be­
lieve he said, in money was gotten from 
the United States by way of bonds during 
the twenties. He is correct in that state­
ment. The administration which was 
in power at that time was doing exactly 
what Senators have seen other adminis­
trations do at other times. It was en­
couraging the sale of worthless bonds to 
the banks of this Nation for the purpose 
of selling American goods in South 
America. That is what happened and 
that is why the bonds were purchased to 
such an extent as they were. In my sec-
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tion of the country they were recom­
mended by the national bank examiners 
when they went to the banks. That was 
what was being done in the 1920's. The 
administration, at that time, unloaded 
the worthless bonds on the small banks 
of this Nation, and there was a loss. But 
it was done for the pW"pose of trade. 
It was done deliberately, it was done ef­
fectively, and it was done for the pur­
pose of selling American goods in ex­
change for the money for which the 
bonds were delivered. That is · exactly 
what happened, and that is why there 
was a loss. But that was not a gift in 
the ordinary sense. It was the way in 
which the American people or the small 
bankers of the Nation were fooled into 
the purchase of those bonds, and for a 
time the bubble was kept from breaking 
until in 1929 it burst. There was an end 
of it then. That is the history of the 
loss to which the Senator from South 
Dakota referred. 

Mr. President, it is said that this is a 
gift. Those who went to Bretton Woods 
were not exactly such individuals as one 
would expect to attempt to defraud the 
world. There is nothing in the· Bretton 
Woods agreements that says it is to be 
a gift. Just the opposite is what is stated 
in the agreement. I shall name some of 
those who participated in that confer­
ence. To me they do not seem to be 
swindlers. 

First, Henry Morgenthau, Jr., Secre­
tary of the Treasury, chairman of the 
delegation. 

Fred M. Vinson, Director, Office of 
Economic Stabilization, vice chairman. 

Dean Acheson, Assistant Secretary of 
State. · 

Edward E. Brown, president, First Na­
tional Bank of Chicago. 

Leo T. Crowley, Administrator, Foreign 
Economic Administration. 

Marriner S. Eccles, Chairman, Board of 
Governors of the Federal Reserve Sys­
tem. 

Mabel Newcomer, professor of eco­
nomics, Vassar College. 

BRENT SPENCE, House of Representa­
tives; chairman, Committee on Banking 
and Currency. 

CHARLES W. TOBEY, United States Sen­
ate; member, Committee on Banking and 
Currency. 

.RoBERT F. WAGNER, United States Sen­
ate; chairman, Committee on Banking 
and Currency. · 

Harry D. White, Assistant Secretary of 
the Treasury. 

JESSE P. WOLCOTT, House of Represent­
atives; member, Committee on Banking 
and Currency of the House of Repre­
sentatives. 

These individuals attended that Con­
ference and they thought something had 
to be done or should be done. I have 
heard nothing on the floor of the Senate 
to contradict that idea. People gener­
ally realize that something should be 
done. 

Mr. President, what is the alternative? 
Let us look at that for a few minutes. In 
the first place we have been told that 
some arrangement could be made' · be­
tween Great Britain and the United 
States. And the fir:St step toward that 
arrangement is the offer of the amend-

meht by the Senator from Ohio, which. 
would drive the United Kingdom out of 
the Bretton Woods agreement. 

Mr. TAFT. Mr. President, will the 
Senator yield? 

Mr. TUNNELL. I yield. 
Mr. TAFT. The amendment would 

not drive the United Kingdom out of the 
Bretton Woods agreement. 

Mr. TUNNELL. I will not yield, Mr. 
President, for that kind of argument. 

Mr. TAFT. It simply says--
Mr. TUNNELL. This debate has to be 

absolutely on the level. There is no use 
to tell me that it would not, because 
everyone who knows anything about the 
situation knows that it would. 

Mr. TAFT. Mr. President, will the 
Senator yield? 

Mr. TUNNELL. I will yield to the 
Senator if he wants to ask a question or 
make a fair suggestion, but do not make 
a suggestion such as that. 

Mr. TAFT. The suggestion merely is 
that what the amendment does is not to 
drive them out. It simply says, "You 
have to put your whole house in order 
before you draw money from this Fund." 
As a matter of fact, the British fully ex­
pect to put their house in order. They 
expect to--

Mr. TUNNELL. I shall not yield to 
the Senator to make a speech. 

Mr. TAFT. I will make a speech in 
my own time. 

Mr. TUNNELL. That is all right. I 
wish the Senator would. 

Mr. TAFT. If the Senator will yield­
the statement the Senator made is not 
true. 

Mr. TUNNELL. I will say that the 
statement made by the Senator from 
Ohio now is not true. He knows very 
well that his amendment would keep 
Great Britain out, and I would go fur­
ther and say that it is done for that pur­
pose deliberately. I do not know what 
the motive is behind this amendment. I 
do not know why the objective ·is to drive 
Great Britain out. But anyone who has 
listened to the arguments knows that 
that is the effect and, coming from an 
intelligent source, must be the object. 

There is the proposition. Knowing 
that Great Britain at this time cannot 
possibly do the things required by the 
amendment, it demands that she do them 
now. Again I repeat the headline of the 
Washington Post, "TAFT Opens GOP 
Fight on Bretton Woods." At a time 
when the future of the wor1d is at stake, 
we are fighting a political battle. 

Without Great Britain in this great 
organization what could be the outcome? 
Oh, Senators talk about sterling blocs. 
Yes; there is a sterling bloc, and that is 
exactly one of the things necessary to 
be eliminated. And here is a proposi­
tion which would eliminate it, but not by 
giving, as debaters have said, without 
the slightest excuse for making the 
statement-not by giving. There is no 
use trying to defeat this bill by an argu­
ment which is not warranted, and for 
which there is no excuse. 

Mr. MURDOCK. Mr. President, will 
the Senator yield? 

Mr. TUNNELL. I yield. 
Mr. MURDOCK. Does not the Sena­

tor feel that the Bretton Woods agree-

ment works hand-in-glove with the 
United Nations Charter signed at San 
Francisco? 

Mr. TUNNELL. Unquestionably: 
Mr. MURDOCK. . They supplement 

and complement each other. 
Mr. TUNNELL. Yes. Yesterday in 

one of the newspapers I saw a cartoon 
which pictured a man with his trousers · 
off. That man, of course, represented 
the World Charter, and the trousers 
were the Bretton Woods agreement. 
They were being handed to him to put on. 

Mr. MURDOCK. Mr. President, will 
the Senator further yield? · 

The PRESIDING OFFICER <Mr. 
MAGNUSON in the chair). Does the Sen­
ator from Delaware yield to the Senator 
from Utah? 

Mr. TUNNELL. I yield. 
Mr. MURDOCK. I wonder if in the 

opinion of the distinguished Senator 
such a condition as this might exist in 
the minds of some of the opponents of 
the Bretton Woods agreement: Because 
of the unanimity in America today for. 
the United Nations Charter, the op­
position does not dare to come out in 
the open and fight that instrument; but 
in order to fight the United Nations 
Charter, its opponents try to cripple it 
by fighting Bretton Woods. Does the 
Senator agree that that might possibly 
be the attitude of mind of some of the 
opponents of Bretton Woods? 

Mr. TUNNELL. I think there is no 
question about that. 

I have already read what the Secre­
tary of the Treasury bas said. He said: 

This monetary agreement is but one step, 
of course, in the broad program of inter­
national action necessary for the shaping 
of a free future. It is an indispensable step 
in the vital test of our intentions. 

We are speaking now from our stand­
point with relation to other nations. I 
do not go as far as some go in the idea 
of helping other nations. I think there 
are two sides to the question. I believe 
that for our own sake, and not from the 
standpoint of any other nation, some­
thing must be done. If I believed that 
there was the slightest ground for the 
statements which have been made on 
the ft.oor of the Senate, that these loans 
are intended as gifts of several millions 
of dollars, I would not favor the pro­
posal. But when an unfair statement is 
made, not based upon fact, for the pur­
pose of striking at the peace of the world, 
then I will not sit . by idly and hear such 
a statement .repeated. 

Two things have been found to be 
necessary. One is the stabilization of 
currency. I believe that none of us is too 
young to remember something about the 
lessening of the value of the currency 
in Germany after the First World War. 
I believe I heard the Senator from Ken­
tucky say that a wheelbarrow load of 
money was required to pay for some 
small article such as a pair of shoes. 
showing how the currency had been de­
preciated in that country. It can be 
done. Each nation has the right to de­
preciate its currency, and ea~h nation 
has been doing so when it suited its 
purpose. 

I was asked by the Senator from Utah 
something about where the opposition is 
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coming from. I have suggested · one 
source which involves a political angle. 
I read again a sentence from the speech 
of the Secretary of the Treasury : 

The institutions proposed by the Bretton 
Woods Conference would indeed limit the 
control which certain private bankers h ave 
in the past exercised over international 
finance. It would by no means restrict the 
investment sphere in whidh bankers could 
engage. 

It would not damage honest invest­
ment. It might take the control away 
from certain banking interests which 
wish to ·use it for their own benefit. The 
Secretary says that that is one reason­
for the opposition. He did not say the 
opposition here, but the opposition; and 
the opposition counts here more than 
anywhere else. 

I have heard it said that a gift is 
involved. The amount we are to raise, 
as I remember, is $2,750,000,000. That 
is in connection with the plan for stabil­
izing currency. Two billion seven hun­
dred and fifty million dollars is a terrific 
amount of money, and I for one do not 
want the Government of the United 
States to give it away to any other 
nation. I do not think we are under 
sufficient obligation to any other nation 
in the world to give it $2,750,000,000 if 
we are to get no benefit from the trans­
action. 

I have heard the statement made that 
we will get nothing, but that is only an 
idle prophecy. I do not know whether 
anyone who makes such a statement 
would wish to be quoted a year from 
now. If this organization succeeds in 
stabilizing currency-and who will say 
that it will not?-we will obtain a benefit 
from it. 

We have the best financial brains in 
the world behind this plan. Some of the 
men who really know what this means 
testified before the committee. If any 
Senator has doubts as to what financial 
experts are, let him read the first two 
volumes of the testimony taken before 
the committee. He will find how little 
some of the home-made experts on 
finance really know about it. They sel­
dom made a statement that was not 
refuted by the real experts without any 
difilculty. I was greatly impressed by 
the fact that the real experts had abso­
lutely no trouble in showing that there 
was no such situation as that suggested 
by some of our people who thought they 
knew about finance. 

I listened with a great deal of interest 
to the Senator from Utah [Mr. MuR­
DOCK] because throughout the hearings 
and throughout this debate he has shown 
that he knows what this is all about. 
This is the situation which existed as to 
so many nations prior to this war: The 
only money with which they could buy 
anything in their homeland was either 
the pound sterling or their own currency. 
But some of our people say that we ought 
to have bilateral agreements-an agree­
ment between the United States and 
Great Britain, an agreement between the 
United States and.France, and so forth. 
I believe that that is what the so-call'ed 
sterling bloc -would like to have done, 
But under this arrangement, if people 
want their dollars to buy something in 
tl)e United States, where they cannot 

sell their products, they can sell their 
products to a nation which needs them, 
and buy what they need with American 
dollars purchased through this organi-
zation. · 

The bilateral agreement is really con­
fined to what can be traded. It is a mat­
ter of barter between nations. The bi­
lateral agreement is practically confined 
to that field. The difficulty with the 
sterling bloc, so far as our Nation is con­
cerned, is that a number of nations which 
might be purchasers of American goods 
are tied up in the sterling bloc, and can 
buy only through Great Britain. That 
gives Great Britain an advantage which 
it otherwise could not have. If Great 
Britain becomes a party to the Bretton 
Woods agreement, it places itself in a 
position where it agrees as soon as it can 
be done, to remove restrictions and dis- · 
criminations, and give the world a chance 
to buy. If any country-and it matters 
not what country-wishes to buy some­
thing in the United States, and yet its 
products are not salable in the United 
States, this is exactly the sort of organ­
ization which is needed, so that it can 
sell where its goods are wanted and buy 
from the country which , has what it 
needs. So far as I have heard in this 
debate, that proposition has not been 
denied. 

It is said that consideration of the bill 
should be postponed for 3 months, 5 
years, or some other perioq. Those who. 
are opposed to it will suggest anything 
to put it off, anything to defeat it. But 
in the meantime, after this war, trade is 
to be established in the channels which 
the nations can set up. The United 
States has not been in a position to sell 
its goods to advantage to the rest of the 
world. We have been told by the op­
ponents of the Bretton Woods agree­
ments that they will not enable the 
United States to sell its goods to ad­
vantage to the rest of the world. Per­
haps they will not, but any alternative 
proposals will not have tliat result,' 
either. I refer to any suggestions which 
have been made in opposition to the 
Bretton Woods agreements. No work­
able suggestion has been made. The 
opponents· of the Bretton Woods agree­
ments say, "If you go into this, Great 
Britain will stick to her private arrange­
ments." Let me inquire whether Great 
Britain will not stick to her private ar­
rangements if we do not go into the 
Bretton Woods agreements. 

Mr. LUCAS. Mr. President, will the 
Senator yield? 

Mr. TUNNELL. I yield. 
Mr. LUCAS. · The question raised by 

the able Senator from Delaware with re­
spect to Great Britain's continuance of 
her private arrangements; for instance, 
with respect to the wartime restrictions 
which she now has, is a most interesting 
one. We have been told, for instance, 
that India has a tremendous amount of 
money in the Bank of England, that that 
money is frozen at the present time, and 
that the only country with which India 
can trade is England. Certainly those 
wartime restrictions could continue long 
after the war iuiless we enter into an 
agreement of the kind now proposed; 
and there is nothing in the world, as I 
understand the situation, which would 

keep England from continuing those re­
strictions, thereby preventing India, 
which has a large balance of money in 
the Bank of England, from trading with 
this country. 

But if England enters into the Bret­
ton Woods agreement, which she ap­
proved a year ago, she will agree as soon 
as possible to release the wartime restric­
tions and controls, thereby giving India, 
for instance, and other countries which 
have such large credit balances in Lon­
don, an opportunity to trade with this 
country much sooner than otherwise 
would be the case. I ask the Senator 
whether I am correct in that statement? 

Mr. TUNNELL. The Senator is en­
tirely correct. 

Mr. RADCLIFFE. Mr. President, will 
the Senator yield to me? 

Mr. TUNNELL. I yield. 
Mr. RADCLIFFE. Commenting on 

what the Senator from Illinois has just 
said, let me emphasize that not only 
would it undoubtedly be the desire of 
Great Britain to do what the Senator 
has suggested, but the Bretton Woods 
agreements would create facilities, which· 
do not now exist, to enable the accom­
plishment of that purpose by our ally, 
Great Britain, who has contributed so 
greatly to the success of the United Na­
tions in 'this war and has suffered so 
greatly in doing so. 

Mr. TUNNELL. There is no doubt 
about .it. The point I am attempting to 
emphasize is that this difficulty is not · 
something which has just developed. It' 
is something which has been known for 
a number of years by everyone familiar 
with.the situation. There has been this 
difficulty with respect to American trade;­
it has been' a handicap under ' which we 
have been laboring. Here is an ·agree­
ment which, if carried into effect and if 
observed conscientiously by ourselves as 
well as by ·other nations, will reach the 
very difficulty which has been causing 
us to suffer. 

Mr. MURDOCK;: Mr. President, · will 
the Senator yield to me? 

Mr. TUNNELL. I yield. 
Mr. MbRDOCK. Even in the bilaterai 

agreements which England has receptly 
entered into-for instance, the one with 
Sweden-there are found provisions· to 
the effect that anything in the agree­
ments which may be in conflict with or 
which do not conform to the Bretton 
Woods agreements will be void. 

Mr. TUNNELL. That is correct. To 
say that the promises made in the Bret­
ton Woods agreements will not be ob· 
served is to say that we will be defrauded 
by other nations. The statement has 
been made on the floor of the Senate time 
and time again within the last several 
days that the Bretton Woods agreement~ 
do not mean anything, but that they will 
result simply in giving away $6,000,000,-
000 for which we will receive nothing. 
If that be true, not only are other na­
tions attempting to defraud the United 
States, but our own representatives, the 
Senator from New York [Mr. WAGNER] 
and the Senator from New Hampshire 
[Mr. ·ToBEY] have been guilty of gross 
negligence; they have allowed someone 
to put something over on them. I do not 
think it is possible to put anything over 
on either one of th~m. and I will trust 
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their judgment just as fully as I would 
trust the judgment of the critics, and 
perhaps a trifle more so. 

Mr. President, the first purpose is to 
establish the value of currency. In order 
to make that entirely clear, let me refer 
to the Mediterranean ar.ea, because I 
think of it in particular. Suppose a per­
son living in Morocco has certain goods 
which he wishes to sell in the United 
States-for instance, fertilizers, which 
are shipped from that area, and perhaps 
tropical fruits which are not grown in 
the United States to any great extent­
and suppose that person wishes to buy 
something in the United States, for in­
stance, automobiles or anything else 
that we manufacture; perhaps shoes. 
The person who wishes to buy such 
articles in the United States does not 
know how he can pay for them. He 
does not know how to get the dollars with 
which to pay for the things he buys here. 
The Bretton Woods agreements will fur­
nish him with a ready-made organiza­
tion for that purpose; they will provide 
him an opportunity to sell his goods, not 
alone to the United States, but wherever 
he can get the most money for them, and 
then he will be able to buy where he can 
buy the cheapest. I am stressing that 
point in particular because of what our 
position will be after this war is over. 

A few years ago we were told that the 
United States did not have the neces­
sary ships. Today the United States has 
the ships-more than any other nation 
in the history of the world has ever had. 
If this war were to close during the year 
1945, the United States would have 55,-
000,000 tons of shipping-suflicient to 
carry all the commerce of the world. 
We have the money. Only a few ,days 
ago I saw a statement to the effect that 
we have $142,000,000,000 in the form of 
deposits in our banks. We have the 
brains; even though in some quarters the 
Bretton Woods brains may be under sus­
picion, we do have the brains to transact 
business. We have the greatest manu­
facturing industries the world has ever 
seen. Having the money, the men, the 
brains, and the shipping facilities, why 
should we not sell? 

Everywhere I went on thEt eastern 
hemisphere I met with the same state­
ment. Namely, "We cannot handle the 
money question." Here, Mr. President, 
is being made an honest effort to.handle 
the money question as between our own 
Government and the government which 
controls that great area abroad about 
which we have been speaking. Some say, 
"Oh, she will not observe the agreement.'' 
Yet, not for the world would those same 
persons impugn the motives or conduct 
of.Great Britain. 

Mr. President, the motion now pending 
before the Senate would kill the Bretton 
Woods agreements, and, I venture to say, 
it is so' intended. To do so would leave 
our immense amount of shipping, our 
money, our products, and our people 
generally handicapped in world trade. 

Why should we not take that fact into 
consideration? It has not been long 
since we were debating in this Chamber 
the question of what we should do fol­
lowing the war in order to dispose of the 
great volume of products which we man­
ufacture and grow. We need a method 

by which to dispose of them. We are 
now being offered a method by which it 
is intended-notwithstanding what the 
opponents of the a·gr:eements may say.....:. 
to open the way of the United States to 
world trade. There has been expressed 
such a fear on the part of a certain ele­
ment in American business life that they 
will fight exports in order to prevent hav­
ing any imports. That is the situation 
with which we are confronted, and yet 
unless some way is provided by-which 
we may dispose of our exports, of goods 
which we will have for sale when the 
war is· over, we will have not merely a 
little panic but a big one. 

Mr. President, shall we grasp the op­
portunity which is being presented to us, 
or shall we allow political opportunism to 
get in the way of not only our own future 
but the future of the entire world? That 
is the question which the Senate must 
decide. 

Mr. BARKLEY. Mr. President, yester­
day afternoon I announced that Senators 
could prepare themselves for an evening 
session. In view of the fact that many 
Senators have asked me if I meant what 
I said, I wish now to announce that we 
will hold an evening session. We are 
compelled to dispose of the pending leg­
islation. We must later take up the tax 
bill, the Export-Import Bank bill, and 
other proposed legislation which has 
come to the Senate for disposition. Sen-· 
ators may be prepared for a night ses­
sion unless we can dispose of these mat­
ters before then. I feel that Senators 
are entitled to this announcement at 
this time in order to accommodate them­
selves to the situation. 

Mr. WHITE. Mr. President, I am glad 
that the Senator from Kentucky has 
made the very definite statement which 
has just come from him. I agree with 
him that it is of the utmost importance 
that we proceed with proper dispatch 
to the conclusion of the legislative work 
which is now immediately before the 
Senate, ar1tl which will soon thereafter 
follow. I do not like night sessions any 
more than does any other Senator. .I 
think the time has come when the Sen­
ator from Kentucky is wholly justified 
in the announcement which he has made. 

Mr. BARKLEY. I believe the Senate 
is willing to accommodate itself to the 
program, but I merely wanted to advise 
Senators that we .may be compelled to 
hold a night session. 

Mr. WILLIS. Mr. President, I have 
listened with profound reaction to the 
very able arguments made by my distin­
gUished colleagues in opposition · to the 
participation of the United State's in the 
International Monetary Fund and the 
International Bank, based upon the 
Bretton Woods agreements. 

On the basis of cold, practical business 
principles alone, I would have to vote 
against American participation in these 
proposals, for there is no a-ssurance that 
this Nation's participation will bring 
baclc to us dollar for dollar the huge 
amount we . will have to invest. But I 
submit to . the Senate that people of 
America do not view the Bretton Woods 
proposals from the standpoint of busi­
ness alone. The people of America, like 
tlie people of the world, are striving to 
huil~ · a just and durable peace. They 

view the Bretton Woods proposals as an 
effort to strike out on a new and un­
charted path toward a goal toward which 
civilized men have worked since the 
dawn of history-peace. It is worth 
while that in our day we mal{e our effort, 
though it may be unsuccessful, toward 
this same goal. 

Therefore, the Bretton Woods pro­
posals should not be measured wholly by 
the standards applied ·in cold business 
operations. They constitute, together, 
an investment in confidence that other 
nations are honestly striving for the 
same goal toward which we are toiling. 
Without confidence, all business princi­
ples fail. With confidence, many seem­
ingly unsound proposals will succeed. 

I have just returned froM . a brief stay 
in Indiana where I talked with men and 
women in all walks of life. I found one 
common bond among them all-a desire 
that this Nation, under God, shall do 
everything reasonable and proper and 
possible to convince other nations that 
our whole aim is to promote just and 
lasting peace among 'all the nations of 
this world. I have an ·idea that this 
desire for peace-lasting peace-is .as 
strong in the heart of the average Rus­
sjan and the average Frenchman and the 
average Britisher-yes, even the average 
German-as it is in the heart of the 
average American. 

I realize, Mr. President, that we can­
not legislate morality, just as I realize 
that many of our citizens are prone to 
put too much faith in charters and 
treaties and plans and conferences. We 
know a just and lasting peace can come 
only through spreading knowledge and 
tolerance and good will in every nation, 
so that the day will come when more 
men will want peace than will want war. 

Mr. President, let us be coldly realistic 
about the problems we shall have to face 
in the future. The task of maintaining 
peace in the world will rest upon three 
nations, the United States, Great Britain, 
and Russia. These three nations to­
gether will control this program. The 
task will be made successful to the de­
gree that we can establish cooperation 
and confidence among all the other na­
tions as to our sincerity of purpose in 
our international relations. This pz:o­
posed legislation is an earnest of the;5e 
intentions. 

· But in spite ·of charters, in spite of 
agreements, in spite of funds and banks, 
America must be strong-militarily 
strong, economically strong, morally and 
spiritually strong, if we are to success­
fully discharge our opportunity in the 
world of tomorrow. But for our past 
economic might, this world today would 
doubtless be prostrate under the heel of 
the aggressors. We in the Senate must 
always be on guard and must realize that 
it is folly to recklessly squander our re­
sources, lest one day, in the face of an 
even graver crisis, we find ourselves des­
titute as a Nation. 

Cognizant of all these facts, most of 
which it may be said should impel me 
to vote against the Bretton Woods pro­
posal, there is one larger fact to which 
my mind ever returns when I ponder 
this proposal and correlated measures 
now before the Senate. That fact is that 
w.e have invested astronomical sums to 
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win this war. We have Invested hun­
dreds of billions of dollars in money, al­
most a million men in casualties, more 
than 100,000 lives of the finest of our 
youth, and untold amounts of irreplace­
able raw materials to keep this country 
sovereign and free. Therefore, I cannot 
but look upon the sum we are called upon 
to invest here other than as a relatively 
small pledge in our endeavor to make 
these former expenditures to have been 
worth while. If it delays another war for 
but a year ·it will be a most profitable 
investment. 

I have come, therefore, to look upon 
the Bretton Woods proposals not as an 
economic cure-all, but as one more fal­
tering step we are making as a Nation 
with the hope in our heart and the prayer 
on our lips that this is another step on 
the road to a just and lasting peace. 

Mr. President, I am willing to admit 
that my colleagues who predict that in 
5 or 10 years the operations of this Bank 
and this Fund will bring us untold grief 
may be right. They will be as quick as I 
shall be to rejoice if their prophecies are 
but unrealized gloomy forebodings. I am 
willing to gamble that this investment 
Will bring profitable and, I sincerely hope, 
rich returns. There is certainly a pos­
sibility-indeed, a strong probability­
that many men in our Nation and in 
other nations will be noble and honest 
and willing to pay promptly as we all 
wish. 

I am going to vote for this proposal 
because-! repeat-it represents another 
step toward what we hope is the ultimate 
goal-a just and lasting peace. I will 
cast my vote in the hope and in the 
prayer that men wnr be different in the 
future, and that we in this body who sup­
ported these proposals will not have 
cause, in future years, to-rue the day we 
suppo_rted this proposal. 

· Mr. MORSE. Mr. President, the ad­
dress just made by the distinguished 
Senator from Indiana [Mr. WILLis] so 
clearly sets out my point of view in re­
gard to Bretton Woods that I am some­
what hesitant to proceed to make the 
remarks I had prepared for delivery at 
this time, because I think in one sense 
they will be somewhat cumulative. Yet, 
Mr. President, I do not feel that I can 
let this debate come to a close without 
placing in the RECORD my view as to Bret­
ton Woods, which so nearly coincides 
with the attitude just expressed by the 
Senator from Indiana that it will be 
somewhat repetitious. 

The more I study the Bretton Woods 
proposals, the more I appreciate how 
fundamental the pending bill is to post­
war prosperity and peace. 

The Fund and Bank, it seems to me, 
will go a long way toward preventing a 
:r:epetition of the chaotic conditions of 
the 19·30's when normal world economic 
relations broke down. In the discon­
tent and unemployment that followed, 
the cankerous growth of dictatorship 
took root, grew, and eventually cast its 
evil shadow over the entire civilized 
world. 

The sequence is now pretty well es­
tablished. In world depression, when 

· the people lose hope for economic bet­
terment, they are all too easily swayed 
by the reckless promises of an adven-

turesome leader. ~'Follow me," he says, 
"and I will gain for you a place in the 
sun. If our neighbors cannot understand 
our needs, we may be compelled to use 
strong measures., 

That sort of talk sounds good to the 
unemployed wll,ose sensibilities have been 
dulled by lack of opportunity. But, of 
course, prosperity and employment pur­
chased by strong-armed methods can be 
maintained only by the continued and 
unscrupulous use of these methods, 
which in turn generates suspicion and 
hatred, and eventually leads to war. 

. In the shrunken world of today, there 
is no room for that sort of shoving and 
pushing. The bullies who do it are 
bound to get mixed up' -in a brawl, and 
then all of us are likely to get hurt. 
We dare not run the risk of repeating 
the experience of the 1930's. 

That is what the Bretton Woods pro­
posals are about. They offer a way to 
get all nations to cooperate in bringing 
about universally desired objectives. 
They deal with the everyday business of 
living, producing, trading, and prosper­
ing, not in the world of Daniel Boone­
the world of the :flintlock, the oxcart, 
and the hand loom. No; they deal with 
the world as it is-with the world of Gen­
eral Eisenhower, of robot bombs, strata­
liners, and mass production. 

Plans for pblitical and military secu­
rity, prepared at Dumbarton Oaks and 
welded into effective form at San Fran­
cisco, are tremendously important. 
There is no doubt of that. But in order 
to give this superstructure a firm founda­
tion, in order to eliminate the economic 
con:fiicts that lead to war, we must pro­
vide for international cooperation at the 
level of day-to-day business transac­
tions. Peace cannot be reduced to a 
chapter in the textbooks. If it is to en­
dure, it must be vital, a result of sen­
sible arrangements that take into ac­
count the individual's urge constantly 
to improve hi.~ standard of living through 
increased production and xpanding 
trade. 

To be sure, we do not have in the 
Bretton Woods proposals the entire an­
swer to the problem of achieving post­
war prosperity and peace. What we do 
have is a good beginning-something on 
which to build. Behind· these proposals 
lie several years of intensive study and 
consultation among the United Nations 
on two great problems. First, how can 
we restore or replace what has been de­
stroyed? Second, how can monetary 
and financial systems be put back in 
working . order and made to promote 
peace rather than generate conflict? 

These questions go to the heart of 
the postwar problem. They set one to 
thinking of the incalculable destruction 
of total war, of transportation systems 
reduced to exploded locomotives and 
twisted rails, of factories and port fa­
cilities charred and gutted, of valuable 
machinery stripped from its foundation 
and carted away. 

In the Articles of Agreement drawn 
up at Bretton Woods, together with the 
enabling legislation now before us, are 
partial solutions to these problems. 
They may not be the best that could be 
devised by a single expert working in a 
vacuum. · But they were not devised in a 

vacuum. They were ham'mereci out by 
representatives of 44 different countries 
and are to be applied to a very imperfect 
world. ' 

The job of rebuilding and restoring is· 
too great for any one country to bear 
alone. It is a ·jo: · that can be success­
fully undertaken only by all countries 
working together. 

Mr. President, during the lunch · hour 
I had a conference with an American 
representative on UNR.RA who has just 
returned from China. The story he tells 
and the information he presents in re­
gard to the chaotic economic conditions 
which confront that country are suffi­
cient, it seems to me, to convince any 
reasoning person that we cannot permit 
that chaos to continue in a large seg­
ment of the world and expect pros­
perity and peace in the United States. 

The point that we must always bear in 
mind is that our own interest in seeing 
that this job is done does not rest en­
tirely on American generosity. While 
to be sure we like to see other people 
prosper for their own sake, our first con­
cern must be, as it is here, with what is 
best for us. Our own self-interest as a 
nation in my judgment dictates support 
for Bretton Woods. In ' order that other 
countries may provide markets for our 
surpluses and produce raw materials to 
feed our factories, we must wish for their 
prosperity as we would wish for our own. 
So great has been the disruption and 
destruction of war that to untangle the 
wreckages, to rebuild and restore the 
old, to uncover, and develop the new, will 
require the concerted efforts ~ of all 
countries. · 

In this the International Bank for 
Reconstruction and Development will 
play a potent role. It will make certain 
that the necessary foreign capital is 
available, supplied by private investors 
rather than by governments, to supple­
ment local materials and local labor. 

Mr. TAFT. Mr. President, will the 
Senator yield for one question? 

Mr. MORSE. I am glad to yield. 
Mr. TAFT. The Senator referred to 

relief to be extended by the International 
Bank to cities which are destroyed. The 
other day I read into the RECORD Mr. 
Crowley's statement as follows: 

At best. however, the International Bank 
cannot be in effective operation for a year 
or 18 months. 

There is in the Senate the Export­
Import Bank bill which has to do with 
an organization intended to deal with 
that particular situation. So I really do 
not quite see what the · International 
Bank has to do with the present condi­
tion in Europe which has to be met. • 

Mr. MORSE. I think the realistic fact 
is that these war-torn areas are not go­
ing to be rebuilt completely, for a period 
of 5 years and more. If we have at least 
the Bretton Woods machinery ready to 
do what it can do, limited as it may be, 
e"Ven in 18 months, I think that will jus­
tify our support of it. 

Mr. President, the Bank will encourage 
private international investment by 
guar.anteeing the repayment of princi­
pal and interest-and that means that 
all member countries bear the risk. 
When private capital is ·not available, 
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even with the Bank's guaranty, the Bank 
will make direct loans. Both guaran­
teed and direct loans will be made in 
connection with specific projects, with 
the stipulation that they will be used to 
pay for necessary imports from abroad. 

But this sort of aid will not be enough. 
Steps must also be taken to reestablish 
workable exchange relationships among 
the world's currencies, and to prevent the . 
unfair use of monetary devices to inter­
fere with trade. 

The nations of Europe must have as­
surance that once their economies are re­
stored they w;n be able to sell their goods 
to pay for imports which the United 
States, perhaps more than any other 
country, will be in a position to supply. 
England and Canada, our best customers, 
are also counting on an expansion of ex­
ports. It is a well-established fact, how­
ever, that a few countries cannot expect 
a substantial increase in their foreign 
trade unless the increase is general. And 
it is apparent to all that trade expansion 
on an appreciable scale will not be possi­
ble until the currency restrictions that 
have hampered commerce in the past are 
lifted. 

The International Monetary Fund will 
meet this specific problem. The Fund 
provides, first, for the joint determina­
tion of exchange rates, based on gold as a 
common denominator. Each nation will 
propose its own gold parity, but before a 
country may become a member of the 
Fund and have access to its resources, 
the Fund must be convinced that the 
parity proposed is in harmony with other 
parities. Similar provision is made for 
international cooperation on changes in 
exchange rates, on the relaxation of ex­
change restrictions, and on other inter­
national monetary and financial prob­
lems. In this way, the Fund will provide 
the order and stability in exchange rela­
tionship that is essential to a revival of 
world trade. 

Mr. President, may I say by way of di­
gression that I for one recognize that 
there is, of · course, in· this organization 
or in any type of international organiza­
tion we set up in any field of human en­
deavor, ample opportunity for the exer­
cise of bad faith and for the promoting 
of world political alinements that might 
do injury to members of the Fund. 

My answer to that is more an expres­
sion of a hope than of an argument. If 
we cannot hope for world cooperation, if 
we cannot expect nations to act in good 
faith in their relations with each other, 
then the world situation is truly hopeless. 
I for one feel that we at least ought to 
make this attempt. The money that is 
involved, as has been pointed out so ably 
by the Senator from Indiana, is after all 
small compared with the great cost of 
war. We ought to make at least this at­
tempt to develop a greater degree of co­
operation and understanding on the in­
ternational econor11ic front. It is a 
reasonable insurance premium. 

If we cooperate wholeheartedly in the 
achievement of these ends, we will have 
done much toward eliminating in ad­
vance the causes of another orgy of 
mechanized murder, of another total war 
which might well mean total destruction 
of modern civilization. We have so de­
pleted the wealth of the world in this 

war, a depletion which I am satisfied we 
have not even started to comprehend as 
yet, that I seriously doubt whether the 
world could hang together as groups of 
civilized peoples if we undertook such 
another holocaust. It is certainly more 
than probable that we are faced, along 
with the other civilized nations, with the 
last great opportunity to establish world 
peace on both the economic and military 
fronts. 

The Fund and Bank proposals for in­
ternational cooperation must still be ac­
cepted by the participating governments. 
I am quite sure that the majority of the 
people of the United States are for them. 
The House of Representatives has ap­
proved them by the overwhelming vote 
of 345 to 18. I am convinced that by a 
preponderant majority the Senate will 
approve them. 

The Members of this body are fully 
aware of what is at stalce. They know 
that on the action we take may well de­
pend our chance for an enduring peace. 
If the postwar period is allowed to be­
come one of economic confusion and 
chaos, if economic and political isolation 
are allowed to take firm root in any part 
of the world,-the years ahead may turn 
our present victories into nothing more 
than an armistice, a breathing spell in 
which to prepare for another total war. 
The Senate of the United States must 
not let that happen again. 

If on the other hand we take the .lead 
in getting all countries to work together, 
to solve their common economic prob­
lems through international cooperation, 
we shall have eliminated a constant and 
irritating source of international fric­
tion. We shall have cleared the way for 
the reconstruction of the war-torn coun­
tries, for the development of the back­
ward areas of the world-for trade, pros­
perity, and, above all, for enduring peace. 

It is because of the potential possi­
bilities of Bretton Woods as a great force 
in world economic stabilization, its suc­
cess, of course, depending upon the good 
faith cooperation of the nations of the 
world, that I am glad to raise my voice 
in support of Bretton Woods, and to urge 
its adoption by the Senate of the United 
States. 

Mr. BALL. Mr. President, referring 
to the pending amendment offered by the 
Senator from Ohio [Mr. TAFT], I wish 
to say that I believe a great many Sena-

. . tors are concerned with the indefinite­
ness of the transition period during 
which restrictions may be retained on 
exchange. While we may not want to 
support the amendment in its present 
form, I am wondering if the chairman 
of the Committee on Banking and Cur­
rency will say what his attitude would be 
if an amendment were submitted in the 
same form as sections 13, which was 
placed in the bill by . the House com-.. 
mittee, under which the governor repre­
senting the United States would be di­
rected to submit an amendment to the 
board of governors providing that, say, 
after 3 years or 5 years there should be 
a limitation on tqe use of the Fund by 
members who at that time still retained 
restrictions on the free exchange of cur­
rencies. 

Mr. WAGNER. Mr. President, an­
swering the Senator from Minnesota, I 

wish to read section 4 of article XIV, as 
follows: 

SEc. 4. Action of the Fund relating to re­
strictions: Not later than 3 years after the 
date on which the Fund begins operations 
and in each year thereafter the Fund shall 
report on the restrictions still in force under 
section 2 of this article. Five years after 
the date on which the Fund begins opera­
tions, and in each year thereafter, any mem­
ber still retaining any restrictions incon­
sistent with article VIII, sections 2, 3, or 4, 
shall consult the Fund as to their further 
retention. The Fund may, if it deems such 
action necessary in exceptional circum­
stances, make representations to any mem­
ber that conditions are favorable for the 
withdrawal of any particular restriction, or 
for the general abandonment of restrictions, 
inconsistent with the provisions of any other 
article of this agreement. The member shall 
be given a suitable time to reply to such 
representations. If the Fund finds that the 
member persists in maintaining restrictions 
which are inconsistent with the purposes of 
the Fund, the member shall be subject to 
article XV, section 2 (a). 

That would deny the member anything 
out of the Fund. 

Mr. BALL. Yes; I am familiar with the 
section 4 which the Senator has just 
read. But still I do not think that ties 
it down particularly; that under the lan­
guage of the agreement it is still entirely 
within the discretion of the governors 
of the Fund as to whether they shall in 
effect expel a member from the Fund, 
which would be quite drastic action. I 
do not think they would do it. I think 
many people. in the United States and 
many Senators would feel better if our 
Government were at least willing to pro­
pose an amendment whereby if a mem­
.Per nation did not after 3 or 4 years elim­
inate these restrictions, its right to use 
the Fund would either be eliminated or 
drastically limited. It seems to me that 
any nation which after 3 or 4 years still 
retains exchange restrictions, thereby 
shows that it has not solved its internal 
economic problems, and it should not use 
the Fund for that purpose. Therefore 
it should be suspended from use of the 
Fund until it has. internal economic sta-
bility. . 

Mr. WAGNER. Mr. President, section 
2 of article XV has this to say about 
compulsory withdrawal: 

SEc. 2. Compulsory withdrawal: (a) If a 
member fails to fulfill any of its obligations 
under this agreement, the Fund may de­
clare the member ineligible to use the re­
sources of the Fund. Nothing in this section 
shall be deemed to limit the provisions of 
article IV, section 6, article V, section 5, or 
acticle VI, section 1. 

The proposed amendment would re­
quire the various nations to hold another 
conference, if that could ever be done. 
and to that extent I imagine the adop­
tion of the amendment would result in 
killing the bill, as the distinguished ma­
jority leader said a little while ago. 

Mr. BALL. I was not talking about 
the pending amendment so much as I 
was asking the Senator's attitude con­
cerning ari amendment in the same form 
as section 13 which was put in the bill by 
the House committee, under which the 
United States would direct its member 
on the Board of Governors to propose an 
amendment to limit the use of the Fund 
on the part of a member who after 3 
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or 4 years had not removed the restric­
tions set forth in article VIII. 

Mr. WAGNER. 1\ir. President, we re­
gard the language as-

Mr. BALL . . The Senator means he 
would oppose such an amendment? 

Mr. WAGNER. Yes. We believe the 
present language is of such nature as 
would permit the Fund to adjust the en­
tire matter. 

Mr. BARKLEY. :.vir. President, has 
the Senator from Minnesota concluded? 

Mr. BALL. Yes. 
The PRESIDENT pro tempore. The 

question is on agreeing to the amend­
ment offered by the senior Senator from 
Ohio [Mr. TAFT] on p~ge 2, at the end of 
line 3. 

Mr. TAFT. I suggest. the absence of a 
quorum. 

The PRESIDENT pro tempore. The 
clerk will call the roll. 

The Chief Clerk called the roll, and the 
following Senators answered to their 
names: 
At ken 
Andrews 
Austin 
Ball 
Barkley 
Bilbo 
Brewster 
Briggs 
Brooks 
Buck 
Burton 
Bushfield 
Butler 
Byrd 
Capehart 
Capper 
Chandler 
Chavez 
Cordon 
Donnell 
Downey 
Eastland 
Ellender 
Ferguson 
Fulbright 
George . 
Gutfey 

Gurney 
Hart 
Hatch 
Hawkes 
Hayden 
Hickenlooper 
Hill 
Hoey 
Johnson, Colo. 
Johnston, S. C. 
Kilgore 
La Follette 
Langer 
Lucas 
McCarran 
McClellan 
McFarland 
McKellar 
McMahon 

· Magnuson 
May bank 
Mead 
Millikin 
Mitchell 
Moore 
Morse 
Murdock 

Murray 
Myers 
O'Daniel 
O'Mahoney 
Radcliffe 
Revercomb 
Robertson 
Russell 
Saltonsta.ll 
Shipstead 
Smith 
Stewart 
Ta!t 
Taylor 
Thomas, Okla. 
Tobey 
Tunnell 
Vandenberg 
Wagner 
Walsh 
Wheeler 
Wherry 
White 
Wiley 
Willis 
Young 

The PRESIDENT pro tempore. 
Eighty Senators have answered to their 
names. A quorum is present. 

The question is on agreeing to the 
amendment offered by the Senator from 
Ohio [Mr. TAFT]. 

Mr. BARKLEY. I ask for the yeas 
and nays. 

The yeas and nays were ordered. 
Mr. TAFT. Mr. President, I ask 

unanimous · consent to modify my 
amendment by striking out the last line 
and inserting the words "referred to 
in article VIII, sections 2, 3, and 4, 
which have not been approved by the 
Fund." 

The PRESIDENT pro tempore. Is 
there objection to the request of the 
Senator from Ohio to modify his amend­
ment? The Chair hears none, and the 
amenqment is modified as requested. 

Mr. TAFT. Mr. President, the sec­
tion originally ;ead as follows: 

No member shall be entitled to buy the 
currency of another member from the Fund 
in exchange for its own currency until it 
shall have removed all restrictions incon­
sistent with article VIll, sections 2, 3, and 4. 

The senior Senator from Oregon [Mr. 
CORDON] pointed out that since sections 
2, 3, and 4 refer to exceptions under 
article XIV, the amendment as written 
was ambiguous. The modification 
simply makes it clear that the restric..: 

tions referred to in article VIII, sections 
2, 3, and 4, may be modified by the 
Fund; but if they have not been modi­
fied by the Fund, then no member shall 
be entitled to exchange currency. 

The argument which has been made 
against this amendment will be made 
against any and all amendments, and 
that is that we cannot dot an "i" or cross 
a "t" in the agreements written at Bret­
ton Woods, because otherwise· that would 
mean a complete defeat of the proposals. 
I can quite understand · why the Treas­
ury Department was loath to have 
amendments started in the House, and 
have a whole series of them; but we now 
come to the last agreeme:qt, and it seems 
obvious that if we think this provision 
should be different, we should make it 
different. 

I call attention to the substantial dif­
ference between the San Francisco 
Charter and the Bretton Woods agree­
ment. At San Francisco all the dif­
ferences were fought out, and the Char­
ter was agreed to and signed without 
reservations, whereas the agreements at 
Bretton Woods, in the first place, were 
presented rather as proposals than as 
signed agreements to be ratified. The 
act of agreement says: 

The proposals formulated at the confer­
ence for .the establishment of the Fund and 
the Bank are now submitted, in accordance 
with the terms of the invitation, for con­
sideration of the governments and people of 
the countries represented. 

The reservations appear on page 116 of 
the green book which I hold in my hand. 
They are also in the RECORD, although not 
in the copy which Senators have. 

The Australian delegation made a 
number of reservations, particularly on 
the matter of drawing currency and ex­
change, 

The Austral1an delegation considered that 
in view of the wide fluctuations h1 the. bal­
ance of payments of many agricultural coun­
tries, the annual drawing rights should be 
greater than 25 percent of the quota. 

The French delegation made the fol­
lowing reservation with respect to article 
V, section 3 (a) (3iiD: 

Reservation as to laclt of f:l.exibility as a re­
sult of prescribing a definite quantitative 
limitation on the purchase of currency from 
the Fund to the elttent of 25 percent of the 
quota in a 12-month period. 

The Soviet delegation had a number of . 
reservations. So it is not as though this 
were a finished document, submitted to 
be accepted or rejected. I believe we have 
a perfect right to modify it, if we think 
it should be modified. It is said that 
modifications would kill it. The fact is 
that the agreement is so greatly to the 
advantage of all the countries which ex­
pect to borrow dollars that I have no fear 
whatever that they will not accept any 

, reasonable reservation which we may 
make. I see no reason to think that such 
reservations would not be accepted by the 
other nations without the necessity for 
calling an additional conference. We are 
having an international conference every 
month anyway, and I see no reason why, 
in a matter of this importance, there 
should not be such a conference if it 
should become necessary. 

The proposal before us is simple. It 
is not a proposal to exclude England 

from the Fund, as was suggested by the 
distinguished Senator from Delaware 
[Mr. TUNNELLl. It is a proposal simply 
that before any nation can draw down 
money for the purpose of enabling it to 
~emove its exchange restrictions, it shall 
remove the exchange restrictions, or shall 
do so at the same time that it draws the 
money. The very purpose of drawing is 
that the country should remove those ex­
change restrictions. I pointed out that 
the English have stated that they do not 
intend to revoke their restrictions. They 
say they cannot revoke them, but they are 
going to draw the $1,300,000,000 which 
they will be entitled to draw just the 
same, and they are going to maintain all 
the restrictions in the sterling area. That 
is not an evidence of lack of good faith, 
because the agreement permits them to 
draw the money without accomplishing 
the results which are supposed to be ac­
complished by the Fund. 

The British would not be excluded 
from the Fund by this amendment. 
They would simply· be barre~ from the 
use of it until they settled their whole 
problem. Their problem can be settled 
if they wish to settle it. They can fund 
tbeir long-term balances. They can de­
termine how much more money they 
think they ought to draw in order that 
they may settle their affairs in a way 
which will enable them to remove the 
exchange restrictions; and if they are 
unable to draw the money until they do 
make such settlement, that is one addi­
tional incentive to them to make the 
settlement. 

It seems to me that from our stand­
point the whole purpose of the Fund as 
it is presented to us, is that it will make 
for a great increase in international 
trade; that it will increase our exports; 
and yet the greatest customer we have 
today has become practically an eco­
nomic isolationist, and has said, "Under 
present conditions we are forced to say 
that we are going to discriminate against 
your exports. We are going to prevent 
people in the sterling area, . or half of 
them, from taking your exports, because 
they have sterling, and we are going to 
permit them to use that sterling only in 
Great Britain." 

That is the purpose of the amendment. 
It seems to me it is a very simple one. 

I wish to have printed in the REcORD 
at this point, as a part of' my remarks, 
and I ask· unanimous consent for that 
purpose, an article by Henry Hazlitt, the 
financial editor of the New York Times, 
appearing in the Times of June 25, 1S45. 

The PRESIDENT pro tempore. With­
out objection, it is so ordered. 

The article referred to is as follows: 
USING AMERICA'S BARGAINING POWER 

(By Henry Hazlitt) 
Administration leaders are planning to ob- · 

tain congressional approval of the Bretton 
Woods agreements before· the summer recess. 
This implies that the Senate Banking and 
Currency Committee, the .full Senate, and 
the conferees of the two Houses are all _ex­
pected to agree and act on the measure with­
jn t):le next 2 weeks. Such speed on a meas­
ure that will profoundly affect the economic 
future of this country and of the entire world 
perhaps for many years to come will be pos­
sible only if the Senate takes an even more 
uncritical view of the agreements than was 
taken in the House. 
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The Brett on Woods agreements have been 

sold to the American public by a set of spe­
cious slogans. The most eiTective of these 
has been that their acceptance precisely as 
they stand means international cooperation 
and freedom o: world trade, while their 
ser ious amendment would mean isolation­
ism and trade wars. Nothing could be fur­
ther from the truth. As Prof. E. W. Kem­
merer, m onetary authority of world-wide rep­
utation whose long record as an internation­
alist is beyond question, has put it: 

"Realistically speaking, • • • the trend 
of the Bretton Woods monetary plan would 
be away from currency · stability, free ex­
change, and internationalism and toward 
currency debasement, exchange controls, 
paper-money standards, and monetary na­
tionalism. In other words, it would be in the 
direction exactly opposite to the primary pur­
pose of the Fund as contemplated by its lead­
ing American proponents." 

The economist who has had more influ­
ence than anyone 8lse on the present form of 
the proposed Monetary Fund is Lord Keynes. 
It is significant that in the summer of 1933 
Lord Keynes, in an article in the Yale Review, 
frankly recommended economic isolationism. 
He opposed the export of capital. He de­
plored international trade as full of dangers. 
"Above all," he insisted, "let finance be pri­
marily national." 

Perhaps Lord Keynes has since modified his 
views. ' But encouragement of essentially na­
tionalistic policies runs throughout the Bret­
ton Woods plan. 

"We are determined," said Lord Keynes 
in the House of Lords in May of last year, 
"that, in the future, the external value of 
sterling shall conform to its internal value 
as set by our domestic policies, and not 
the other way round. • • • [And these 
domestic policies themselves] shall be im­
mune from criticism by the Fund. • • • 
That is why I say that these proposals are 
the exact opposite of the [international] 
gold standard." 

Lord Keynes got the provisions he was 
determined upon. He also got a provision 
under ·which other nations can be specifically 
authorized "to impose limitations on the 
freedom of exchange operations" in Ameri­
can dollars if these become "scarce." He even 
got a provision under which member nations 
are authorized permanently to "exercise such 
controls as are necessary to regulate inter­
national capital movements." They could 
not in practice control such capital move­
ments without policing all foreign exchange 
transactions. In these provisions the Fund 
deliberately sanctions exchange controls, 
blocked currencies, nationalistic and quasi­
autarchic trade policies. 

The extraordinary argument has been put 
forward that America's entrance into the 
proposed Monetary Fund would strengthen 
our bargaining power in getting financial 
reforms or trade concessions from other 
countries. Again the truth is the exact op­
posite. If we approve the Fund just as it 
st ands, we shall be throwing away our im­
mense financial bargaining power-a bar­
gaining power that could be our strongest 
weapon for securing world monetary stability 
and the removal of paralyzing restrictions 
on international trade. For we shall be 
tossing billions of dollars into an ~nterna­
tional pool which other nations may draw 
on as a matter of right and almost auto­
matically, regardless of what we may think 
of their policies. 

We can keep our bargaining power for 
reform only if the Fund is amended so that 
its managers can exercise beyond any doubt 
complete discretion regarding the terms and 
conditions' on which individual nations may 
borrow from it. The minimum amendment 
to make this possible would explicitly au­
thorize the managers of the Fund to with­
hold its resources from any nation which in 

their opinion was . following either internal 
or external policies not conducive to ex­
change stability. 

Mr. TAFT. Mr. President, I should 
like to read a part of the article at this 
time: 

The extraordinary argument has been put 
forward that America's entrance into the 
proposed Monetary Fund would strengthen 
our bargaining power in getting financial 
reforms or trade concessions from other 
countries. Again the truth is the exact 
opposite. If we approve the Fund just as 
it stands we shall be throwing away our im­
mense financial bargaining power-a bar­
gaining power that could be our strongest 
weapon for securing world monetary stability 
and the removal of paralyzing restrictions on 
international trade. For we shall be toss­
ing billions of dollars into an international 
pool which other nations may draw on as 
a matter of right and almost automatically, 
regardless of what we may think of their 
policies. 

We can keep our bargaining power for 
reform only if the Func;l is amended so that 
its managers can exercise beyond any doubt 
complete discretion regarding the terms and , 
conditions on which individual nations may 
borrow from it. The minimum amendment 
to make this possible would explicitly au­
thorize the managers of the Fund to with­
hold its resources from any n~tion which in 
their opinion was following either internal 
or external policies not conducive to ex­
change stability. 

Mr. President, the amendment I have 
offered is substantially the amendment 
described in the article. I hope · my 
amendment will be agreed to. 

Mr. BARKLEY. Mr. President, I wisb 
merely to utter this word; I do not care 
to enter into an argument. I call atten­
tion to the fact that the so-called reser­
vations recited by the Senator from Ohio 
are not reservations in the real sense of 
the word. They are not reservations in 
the sense of reservations which the Sen­
ate would adopt in connection with the 
ratification of a treaty, by which the 
treaty itself would be modified. These 
are things which the delegates to the 
Bretton Woods Conference wanted to 
get into the agreement, but they did 
not get them into the agreement, and 
the agreement has been signed as it is 
by the representatives of all the nations. 

The PRESIDENT pro tempore. The 
question is on agreeing to the modified 
amendment of the Senator from Ohio, 
which will be stated. 

The LEGISLATIVE CLERK. On page 2, at 
the end of line 6, it is proposed to add 
tb..e following: 

Provided, however, That this acceptance 
shall become effective only when the gov­
ernments of the countries having 65 percent 
of the quota set forth in schedule (a) shall 
have agreed that the Articles of Agreement 
to the Fund shall be amended to insert sec­
tion 6 in article XIV as follows: 

"SEc. 6. No member shall be entitled to 
buy the currency of another member from 
the Fund in exchange for its own currency 
until it shall have removed all restrictions 
referred to in article VIII, sections 2, 3, and 
4 which have not been approved by the 
Fund." 

The PRESIDENT pro tempore. The 
question is on agreeing to the modified 
amendment of the Senator from Ohio. 

Mr. TAFT. I ask for the yeas and 
nays. 

The PRESIDENT pro tempore. The 
yeas and nays have already been or­
dered, and the clerk will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. BUTLER <when his name was 
called). On this vote I have a pair with 
the senior Senator from Alabama [Mr. 
BANKHEADJ. I transfer that pair to the 
senior Senator from Idaho [Mr. 
THOMAS]. and will vote. I vote "yea." 

Mr. SHIPSTEAD <when his name was 
called). On this vote I have a pair with 
the Senator from Maryland [Mr. 
TYDINGS]. If present, the Senator ~rom 
Maryland would vote "nay." If per­
mitted to vote, I would vote "yea." 

Mr. WAGNER <when his name was 
called). I have a general pair with the 
Senator from Kansas [Mr. REED], who I 
am aavised if present would vote "yea." 
I transfer that pair to the Senator from 
Florida [Mr. PEPPER], and I will vote. I 
vote "nay." . 

The roll call was concluded. 
Mr. HILL. I announce that the Sen­

ator from Virginia [Mr. GLASS] is absent 
because of illness. 

The Senator from North Carolina [Mr. 
BAILEY], the Senator from Alabama [Mr. 
BANKHEAD], the Senator from Texas [Mr. 
CoNNALLy], the Senators from Rhode 
Island [Mr. GERRY and Mr. GREEN], the 
Senator from Texas [Mr. O'DANIELJ, the 
Senator from Louisiana [Mr. OVERTON] 
and the Senator from Maryland [Mr. 
TYDINGS] are absent on important public 
business. 

The Senator from Florida [Mr. PEP­
PER] is absent because of the death of his 
father. 

The Senator from Montana [Mr. 
WHEELER] is detained in a committee 
meeting. 

I am advised that, if present and vot­
ing, the Senator from North Carolina, 
the Senator from Alabama, the Senator 
from Rhode Island [Mr. GREEN], the 
Senator from Florida, and the Senator 
from Maryland would vote "nay." 

I further announce the necessary ab­
sence of the Senator from Utah [Mr. 
THOMAS], who, if present, would vote 
"nay." He has a general pair with the 
Senator from New Hampshire tMr. 
BRIDGES]. 

Mr. WHERRY. The Senator from 
New Hampshire [Mr. BRIDGES], the Sen­
ator from Kansas [Mr. REED], and the 
Senator from Iowa [Mr. WILSON] are 
absent on official business. 

The Senator from Idaho [Mr. THOMAS] 
is absent because of illness. 

The Senator from New Hampshire 
[Mr. BRIDGES] has a general pair with the . 
Senator from Utah [Mr. THOMAs]. 

The Senator from Kansas [Mr. REED] 
has a general pair with the Senator from 
New York [Mr. WAGNER], the transfer of 
which has been annou~ced heretofore. 
If present, the Senator from Kansas 
would vote "yea." 

The Senator from California [Mr. 
JOHNSON], who wO'i:lld vote "yea," has a 
pair on this question with the Senator 
from North Carolina [Mr. BAILEY], who 
would vote "nay." He is unavoidably 
absent. 

The Senator from Idaho [Mr. THOMAs] 
would vote "yea." 
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The result was announced-yeas 23, 
nays 53, as follows: 

Brooks 
Buck 
Bushfield 
Butler 
Capehart 
Capper 
Cordon 
Gurney 

Aiken 
Andrews 
Austin 
Ball 
Barkley 
Bilbo 
Briggs 
Burton 
Byrd 
Chandler 
Chavez 
Donnell 
Downey 
Eastland 
Ellender 
Ferguson 
Fulbright 
George 

YEA8-23 
Hart 
Hawkes 
Hickenlooper 
La Follette 
Langer 
Mccarran 
Mlllildn 
Moore 

NAY8-53 
Guffey 
Hatch 
Hayden 
Hill 
Hoey 
Johnson, Colo. 
Johnston, S.C. 
Kilgore 
Lucas 
McClellan 
McFarland. 
McKellar 
McMahon 
Magnuson 
May bank 
Mead 
Mitchell 
Morse 

Revercomb 
Robertson 
Taft 
Wherry 
Wiley 
Willis 
Young 

Murdock 
Murray 
Myers 
O'Mahoney 
Radclifi'e 
Russell 
Saltonstall 
Smith 
Stewart 
Taylor 
Thomas, Okla. 
Tobey 
Tunnell 
Vandenberg 
Wagner 
Walsh 
White 

NOT VOTING-19 
Bailey Green 
Bankhead Johnson, Cali!. 
Brewster· O'Daniel 
Bridges Overton 
·connally Pepper 
Gerry Reed 
Glass Shipstead 

Thomas, Idaho 
Thomas, Utah 
Tydings 
Wheeler 
Wilson 

So Mr. TAFT,s amendment, as modified, 
was rejected. 

The PRESIDENT pro tempore. The 
bill is before the Senate and open to 
further amendment. 

Mr. MILLIKIN. Mr. President, I send 
to the desk the amendment which I ask 
to have read. ' 

The PRESIDENT pro tempore. The 
amendment offered by the Senator from 
Colorado will be stated. 

The CHIEF CLERK. On page 2, at the 
end of line 6, it is proposed to· add the 
following: 

Provided, hou;ever, That this acceptance 
shall become effective only when the govern­
ments of the countries having 65 percent 
of the quota set forth in schedule (a) shall 
have agreed that the Articles of Agreement 
to the Fund shall be amended by striking 
out section 5 of article VII and inserting the 
following: - · 

"SEc. 5. The provisions of this article shall 
not be invoked to excuse failure to comply 
with any treaty, reciprocal trade agreement 
or public or private debt agreement or other 
contract now or hereafter in effect." 

Mr. MTI..rLIKIN. Mr. President, it is 
agreeable to me that the amendment be 
voted upon without debate. 

The PRESIDENT pro tempore. The 
question is on agreeing to the amend­
ment offered by the Senator from Colo­
rado. 

The amendnient was rejected. 
Mr. MILLIKIN. Mr. President, I send 

to the desk another amendment which I 
ask to have reali. 

The PRESIDENT pro tempore. The 
amendment offered by the Senator from 
Colorado will be stated. 

The CHIEF CLERK. On page 2, at the 
end of line 6, it is proposed to add the 
following: 

Provided, however, That this acceptance 
shall become effective only when the govern­
ments of the countries having 65 percent of 
the quota set forth in schEldul~ (a) shall have 
agreed that the Articles of Agreement to the 

Fund shall be amended by striking out 
article VII. 

The PRESIDENT pro 'tempore. The 
question is on agreeing to the amendment 
offered by the Senator from Colorado. 

The amendment was rejected. 
Mr. LANGER. Mr. President, I send 

to the desk the amendment which I ask 
to have read. 

The PRESIDENT pro tempore. ' The 
amendment will be read. 

The CHIEF CLERK. On page 2, before 
the period in line 6, it _ is proposed to 
insert the following: 

Provided, That the President shall not 
accept such membership on behalf of the 
United States unless and until the Articles 
of Agreement of the Fund and the Articles of 
Agreement of the Bank are amended so as 
to prohibit the use of the resources of the 
Fund, or the making of loans by the Bank, 
for the purpose of enabling any member to 
purchase or produce arms, ammunition, or 
implements of war. 

The PRESIDENT pro tempore. The 
, question is on agreeing to the amend­

ment offered by the Senator from North 
Dakota. 

The amendment was rejected. 
Mr. TAFT. Mr. President, I send to 

the desk the motion which I ask to have 
read. . 

The PRESIDENT pro tempore. The 
motion will be read. 

The Chief Clerk read the motion, as 
follows: 

Mr. TAFT m'oves to refer the bill and the 
amendments to the Committee on Banking 
and Cun:ency, with instructions to eliminate 
all reference to the International Bank for 
Reconstruction -and Development and report 
the bill immediately in a form authorizing 
the President to accept membership for the 
United States in the International Monetary 
Fund. 

The PRESIDENT pro tempore. The 
question is on agreeing to the motion of 
the Senator from Ohio. 

Mr· TAFT. Mr. President, this is the 
last time I shall consume time of the 
Senate in connection with the pending 
bill. 

This is a proposal which has been 
brought about by the fact that we ·have 
now pending on the Senate Calendar a 
bill to increase the lending power of the 
Export-Import Bank from $700,000,000 
to $3,500,000,000, which represents an 
increase of $2,800,0.00,000. -

Mr. Crowley testified before the Bank­
ing and Currency Committee within th~ 
past few days and stated that he wants 
the $2,800,000,000 so that it may be 
loaned to European nations, with the 
possible exception of perhaps $100,000,-
000 which may be used in South America. 

Heretofore the Export-Import Bank 
has been primarily for the purpose, in 
most instances, of helping American ex­
porters in South America. We are now 
asked to approve a new policy which will 
enable the Export-Import Bank to go 
into Europe and make rehabilitation 
1oans following the present war. In 
other words, the bill proves what I have 
been saying right along, namely, that 
the International Bank in particular is 
not an emergency proposition, and it is 
not intended to be used to reconstruct 
Europe. When asked why he wanted the 
funds in addition to those which would 

be provided by the International Bank 
for making loans, Mr. Crowley testified 
that at best the International Bank 
could not be put into effective operation 
for a year qr 18 months. 

So the proposition is not an emergency 
one, Mr. President. It is not one for 
the purpose of taking care of Europe to­
day. It is a long-distance plan for the 
guaranty of investments abroad when 
we do not guarantee the same invest­
ments at home. 

I invite the attention of the Senate 
to the total amount of financing which 
we are now being asked to approve. Mr. 
Crowley testified that during the 12 
months we will send abroad under lend­
le~.se $4,400,000,000 worth of goods. That 
will be probably a gift. Some of it may 
be paid for; Belgium, I believe, will pay 
for the goods which she receives; but in 
general, it will be a gift. The amount will 
be, in money value, $4,400,000,000. To 
that we add through the Export-Import 
Ba~ $2,800,000,000. Mr. Crowley has 
said that that is only for the next 12 
months; that it will last only 12 months. 
It is no longer a revolving fund. It is an 
outright long-term loan which will be 
-made to the countries of · Europe for 15, 
20, or 2'5 years. That means that we will 
spend, even withot.t considering or ap­
proving· this bill, $7,200,000,000 in the 
form of gifts and loans for rehabilitation 
purposes alone. I think it is doubtful 
whether we should spend that much 
money. Certainly, if we are going to 
spend that much, in my opinion it should 
solve the European problem by itself. I 
believe that if the $7,000,000,000 were 
properly applied and negotiated with 
each nation wherever it was needed, it 
would solve the underlying trade prob­
lems. But, as it will actually be dis­
bursed I do not think it will solve those 
problems. Now we are being asked to 
add to that sum the International Mone­
tary Fund in the amount of $2,750,-
000,000. That totals approximately $10,-
000,000,000 which will be drawn out of 
the Treasury o;r at least authorized with­
in the next 2- years. 

Mr. President, it is interesting to see 
where that money will go. Some have 
said, "Well, the British are able to main­
tain the pound at $4.03."_ Why? Largely 
because we have been sending them lend­
lease at the rate of $4,000,000,000 a year. 
and we propose to send them more lend­
lease .this year at the rate of $2,000,-
000,000 a year, for which they pay noth­
ing, and which will enable them to bal­
ance their trade budget to a large extent. 
England is not supposed to be a direct 
beneficiary of the Export-Import Bank, 
but nevertheless she may receive $200,-
000,GOO. In a little more than 3 years she 
may draw $975,000,000 out of the Fund. 
In other words, out of this $10,000,000,-
000 the British will receive more than 
$3,175,000,000. . 

Under the lend-lease provision, dur­
ing the next 12 months the Russians will 
receive $1,000,000,000. According to Mr. 
Crowley's testimony the Russians will 
receive another $1,000,000,000 out of the 
Export-Import Bank. Out of the Fund 
she will be able to draw within a little 
more than 2 years $900,000,000. So we 
are about to make a loan to Russia which 
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will be in addition· to ·any military sup­
plies which will be used in carrying out 
the war against Japan. Some of the 
material may be useful. It may be food 
for the Army. I do not know exactly 
where the supplies will go. However, the 
$2,900,000,000 is in addition to any di­
rect military supplies. 

France will get about $1,500,000,000 
and other nations about $2,300,000,000, 
of this $10,000,000,000. 

In the first place, I doubt whether we 
should lend Russia such a sum as $2,-
900,000,000. I think it is very doubtful 
whether it is wise national policy, for a 
great many reasons which I can think 
of. 

The $3,000,000,000 that we lend to 
England is almost immediately used up 
on their current balances, and does not 
enable them to solve their basic prob­
lem. I predict to the Senate that the 
administration will be back here asking 
for at least $3,000,000,000 more for Eng­
land, either under lend-lease or the Ex­
port-Import Bank, or some other provi­
sion, because it will probably take that 
much in order to do the essential things 
for England, instead of the things which 
are proposed, like the stabilization of 
currency which will not stabilize. So I 
judge that probably at least another 
$13,000,000,000 will have to be provided. 

In addition to that, we set up this 
Bank, under which there may be sold 
in this country, under international 
guaranty, we ourselves putting up $3,-
000,000,000, a total of $9,100,000,000. So 
that if we pass the pending bill and the 
Export-Import Bank bill, we will be 
making available to Europe and the 
world, mostly Europe, about $19,000,-
000,000. I think probably we will have 
an additional English loan of two or 
three billion dollars, which would make 
it total about $22,000,000,000. 

I say that any such program of foreign 
lending is going to wreck this country, 
and it is going to- be on such a tre­
mendous scale that the money can never 
be paid back. We will just repeat the ex­
periences of the twenties. The twenties 
were referred to as "the dizzy decade of 
the twenties." In the twenties we did 
exactly what is now proposed, except that 
we did not do it on such a grand and 
magnificent scale. We advanced $4,-
000,000,000 just after the armistice, and 
that is entirely charged off; no one ever 
thought of paying it. We then went on 
and loaned at the rate of about a billion 
dollars a year for 8 or 9 years, so that 
we probably loaned abroad altogether, 
in addition to what was done during the 
war, approximately $12,000,000,000. 
That is about the difference between our 
exports and imports as shown in the 
table submitted by · the Senator from 
Nebraska today. 

Mr. CHANDLER. Mr. President, will 
the Senator yield? · 

Mr. TAFT. I yield. 
Mr. CHANDLER. I agree with a great 

deal the Senator from Ohio has said 
about this subject, but I want him to re­
member that during the last war we had 
not bargained with our partners, and we 
had nothing left except money, and they 
needed money. In the last war we had 
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not contributed nearly so much tn·either 
money or manpower or material as we 
have committed ourselves to do and have 
done in this war. That was the reason, 
with the full knowledge of what had gone 
before, that some of us, even .on this side, 
have insisted that we undertake to make 
some agreements with our partners be­
fore the end of the war. Those agree­
ments were not made. 
· When President Wilson was at the 

peace conference, things did not turn out 
satisfactorily even there. Before he 
had left the peace conference, agree­
ments were made which he did not like. 
We had only one power left, and that 
was the American dollar, and we had 
agreed to make loans to some of the for­
eign countries then. If one reads the 
history of that time he will find that 
Mr. Wilson got in touch with the then 
Secretary of the Treasury, who, if my 
memory serves me correctly, was the 
Honorable CARTER GLASS, of Virginia, and 
undertook to stop a commitment for the 
loan of money to our allies. But it was 
too late; the loans had already been 
granted, and that was the last card Pres­
ident Wilson had to play. From that 
time on our condition got gradually 
worse, until the upshot of it was that the 
American people, at least some of them, 
lost confidence in what we were under­
taking to do, and we never did go into the 
so-called League of Nations. 

This t ime we have committed ourselves 
beyond what was ever committed by any 
other nation, I suppose, in the history of 
man, in manpower, in money and mate­
rials, and we have not made the agree· 
ments some have urged. 

I want Russia in the war against Ja­
pan. I want England fully in the war 
against Japan, just as fully as we com­
mitted the American boys to the de­
struction of Germany; and without our 
full commitment of men, materials and 
money, Germany would not have been 
brought to the place where she is today, 
that is, brought to heel. 

I regret that these understandings 
were not had sooner. I asked for them 2 
or 3 years ago, and was criticized by many 
of my own brethren for asldng. They 
said, "That is something you should not 
do. You should not ask that." 

Now the only thing we have left that 
other people need, is money. We have the 
war now; the war now is our war, it is 
no other country's war but the American 
people's war, and we have to finish it. 
I am anxious to have Russi~ and Eng­
land fully commit themselves, just as 
fully as we committed ourselves in the 
war in Europe. If it takes a few more 
billion dollars, very well; it is our war 
now, and we want to have it finished. 

Mr. TAFT. The Senator seems to have 
missed the point of what I have been 
saying. I have not counted one dollar 
that has gone into this war. I have not 
counted one dollar or any war materials· 
that are going to England and Russia to­
day. What I say all refers to postwar 
rehabilitation and relief. Not only that, 
but we are giving it, without one single 
condition. Once we pass the pending bill 
$6,000.000,000 is gone, and we have no 
strings on it. We have no strings on the 
$4,000,000,000 of lend-lease that is going 

out during the year Which began on the -
1st of July. 

The only bargaining weapon we have 
left is the Export-Import Bank. There 
is $2,800,000,000, and we can make our 
conditions, because we are lending it our­
selves. That is a weapon, and I hope it 
will be used as a weapon. 

Mr. CHANDLER. Mr. President, I 
wish to ask the Senator what he thinks 
the effect would be of our failure to enter 
into these agreements at this time, when 
we find ourselves in need of the support 
other countries can give us, and if they 
do give it to us-I mean in the war-it 
may result in a shortened war, in the loss 
of fewer American lives? 

Mr. TAFT. I should say that if we 
did not pass the Bretton Woods bill the 
other nations would say, "Well, we never 
really thought they would do such a fool­
ish thing as was proposed there. We 
wish they would." But I 'do not think 
it would set us back one iota. Just to­
day we have read different articles from 
English newspapers saying, "This thing 
is so foolish we do not think England 
should go into it." There is no settled 
opinion abroad about this matter. Most 
of the nat ions would like to get the 
money, but after all, the money would be 
split up into such little pieces that it 
would not do any one nation any par­
ticular good. 

As to the Bank, that is not going to 
become operative for 18 months, and the 
people abroad are not worrying about 
what is to happen 18 months from now. 
What they want is help now, and the 
way to help them is by direct loans from 
this Government. 

There are two departments of the Gov­
ernment concerned. The Treasury De­
partment says, "We would like to make 
the loans through an international 
bank." Mr. Crowley says, "I would like 
to make the loans through the Export­
Import Bank." They compromise by 
both coming in before the Congress and 
asking for both of them. So we just have 
a duplication, different departments of 
the Government, one wanting to do it 
the international way, the other wanting 
to do it the national way. 

My suggestion in this amendment is 
that if the ,Congress is determined to go 
into this currency stabilizat ion fund­
that is what all the debate has been 
about, so far as Bretton Woods is con­
cerned-very well; that is $10,000,000,000 
we are going to spend in lend-lease, in 
the Export-Import Bank and in the Fund 
in the next 12 months. Let us spend it, 
but let us hold off this permanent Bank, 
and see what happens when we spend 
that $10,000,000,000 in 1 or 2 years. Let 
us not pass the Bank part of the bill. 
Incidentally, the Bank has always been 
an appendix to the Fund. It was just an 
afterthought. When Mr. Morgenthau 
presented it first he said it might be 
worked out, and might not be. Even 
when the delegates went to Bretton 
Woods they were not certain it could be 
worked out. It is a new policy. It is a 
different policy. It is a policy of Gov­
ernment guarantee of sale of securities 
in the United States, which is what hap-

' pened after the last World War. 
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It is said that the bonds may be 

sounder by reason of this policy: That 
may be so. But that, Mr. President, is 
not so much the question. The ques-­
tion is, Are we doing this in such a 
tremendous volume that after doing it 
the nations involved will have to say, 
''We are sorry, .but we cannot pay it 
back?" And if they say that there is 
no way under the sun by which we can 
compel them to pay it back. 

I · think lending should be in reason­
able amount. It ought to be small at 
the time. After all, a billion dollars is 
a large amount of money. People have 
gotten so used to speaking of "a billion" 
that they do not think what it really 
means. We could do a tremendous 
amount of good for Europe with a billion 
dollars. I think we could solve the whole 
problem with six or seven billion dollars 
if that were the limit allowed. 

So, Mr. President, instead of offer­
ing an amendment, which would raise a 
very difficult issue because it would be 
necessary to rewrite the whole bill, I have 
simply moved to recommit the bill to the 
Banking and Currency Committee with 
instructions to eliminate the Bank and 
bring back the Fund. 

Mr. TOBEY. Mr. President, I shall 
take about 3 minutes. We are nearing 
the close of the debate on this very far­
reaching matter. I think all of us who 
have listened to the · debate for the last 
4 days will pay tribute to the great ability 
of the Senator from Ohio and to his 
tenacity of purpose, and to his sincerity. 
I certainly do. 

But the Senator from Ohio in my 
judgment is entirely wrong in advocat­
ing the elimination of the Banlc We 
sat in the Banking and. Currency Com­
mittee through these hearings, as did 

-Representatives who attended the hear­
ings of the House committee, and the 
only voice that has been raised against 
the Bank is the voice of the Senator 
from Ohio. Witness after witness 
criticized the Fund, but even the Amer­
ican Bankers' Association paid tribute to 
the Bank. 

Mr. President, the Bank is conserva­
tively organized. It can lend only 100 
percent of its resources, capital, and 
~rofit. 

Mr. President, when the whole coun­
try, the banking interests and represent­
atives of numerous organizations which 
appeared before the committee, and both 
committees of Congress, of the House and 
Senate, favor the Bank, which is half 
of the Bretton Woods agreement, let not 
the Senator from Ohio become an ac­
cessory after the fact and destroy this 
Bank. 

Therefore, I say, defeat this amend­
ment. Vote it down and pass the bill. 
And so, so far as the Bank goes, send 
notice out to the world that David was 
right when he said in one of the psalms: 

How good and pleasant it is for brethren 
to dwell together in unity. 

Mr. TAFT. Mr. President, I ask for 
the yeas and nays on my motion. 

The yeas and nays were not ordered. 
The PRESIDENT pro temP,ore. The 

question is on the motion of the Senator 
from Ohio. 

The motion was rejected. 

Mr. TAFI'. Mr. President, I ask for 
the yeas and nays on the bill. 

Mr. BALL. Mr. President, is the bill 
not open to amendments? 

The PRESIDENT pro tempore. It is. 
Mr. BALL. Mr. President, I offer the 

amendment which I send to the desk 
and ask · to have stated. 

The PRESIDENT pro tempore. The 
amendment will be stated. 

The CHIEF CLERK. At the proper place 
in the bill it is proposed to insert a new 
section as follows: 

SEc. -. The governor of the Fund ap­
pointed by the United States is hereby 
directed to propose promptly and support 
an amendment to the Articles of Agreement 
to provide that after the Fund has been in 
operation 3 years the right of a member to 
use the Fund's resources shall be suspended 
or limited if such member has in effect ex­
change restrictions inconsistent with article 
VIII, sections 2, 3, and 4. The President is 
hereby authorized and directed to accept an 
amendment to that effect on behalf of the 
United States. 

Mr. BALL. Mr. President, this amend­
ment is in the same form as the language 
adopted by the House Banking and Cur­
rency Committee with respect to the 
Fund and Bank. In other words, it 
merely directs the United States gover­
nor of the Fund to propose to the board 
of governors an amendment to the Arti­
cles of Agreement. If it is not agreed to 
by the governors we are still in the Fund 
100 percent; but if agreed to it would 
simply provide that if any member re­
tains restrictions on exchange after 3 
years, the right of such member to use 
the resources of the Fund could be either 
suspended or limited. 

It seems to me very clear that article 
XIV, which provides for these restric­
tions during the transition period, is wide 
open. That period might be extended 
any number of years. I think the people 
of the United States will feel a great deal 
more secure, whether an amendment is 
made to the articles or not, if the posi-

. tion of the United States Congress that 
it would like to have such an amendment 
is made clear, that Congress believes that 
3 years after this Fund begins operations 
restrictions should be eliminated. I 
think we would all feel much better 
concerning the Fund if such an amend­
ment were adopted. · 

Obviously the United States in the next 
5 years will not need this Fund nearly 
as much as the other nations will. One 
can take American dollars, so far as I 
know, and go anywhere in the world and 
buy with them anything that is for sale. 
The reason other currencies today are 
not so good is that there is nothing to 
buy with them in most countries. This 
country, with perhaps the exception of 
South America, is the only country 
where there is any surplus of any kind 
for sale, and we do not have too much. 
. If the abuses possible under article 
XIV should develop it would be well to 
have the protection which my amend­
ment would afford. After all, any na­
tion which still must retain exchange 
restrictions 3 years after this Fund be­
gins operations obviously has not sta­
bilized its internal economy. 

One of the stated "purposes" of the 
Fund is to eliminate exchange restric­
tions. Therefore it seems to me to be 

perfectly consistent with the Articles of 
Agreement as they now stand, to provide 
that any nation still retaining restric­
tions 3 years after the operations of the 
li'und begin shall be suspended-or per­
haps only be limited in its use of the 
Fund's resources. 

Mr. President, I have listened for 4 
days to the discussion of this bill and I 
think the Senator from Ohio, although I 
disagree with his final copclusion in op­
position to the bill, has performed a very 
valuable service because he has certainly 
made it clear, and I think the proponents 
of the bill have admitted it, that the bill 
is not a complete panacea for the world's 
economic troubles; that many of its arti­
cles contain provisions which, if not 
watched diligently by the United States 
representative, are open to abuse. Care­
ful watch should be kept to make certain 
that the billions which the United States 
will contribute to these two interna­
tional organizations shall not be dissi­
pated without accomplishing their pur­
pose. 

Mr. President, I hope the United States 
governor and executive directors of these 
two institutions will represent the inter­
ests of the United States and push our 
need and desire for free multilateral 
trade without any exchange restrictions 
as vigorously as I believe they should be 
pushed, and much more vigorously, I 
might say, than unfortunately some of 
our representatives abroad have pushed 
our interests in the past few years. 

To me the Bretton Woods agreements 
bear the same relationship to the im­
mediate economic reconstruction prob­
lems after this war as the San Francisco 
Charter and the United Nations Organ­
ization therein proposed bear to the 
peace settlements which we hope will 
soon be under way in Europe. In other 
words, the charter and the United Na­
tions Organization are not designed to 
make the peace settlement after this 
war, although obviously their task will 
be much easier the fairer and more just 
those peace settlements are. In the same 
way, the Monetary Fund and the Inter­
national Banlc are not designed to meet 
the immediate · economic problems fol­
lowing this war, the internal stability 
problems of nations. The United Na­
tions Organization is designed to prevent 
a recurrence of the little aggressions of 
the thirties which led to the Second 
World War. Similarly, the Fund and 
Bank are designed to prevent a recur­
rence of the barter systems, the various 
restrictions on trade, and the currency 
manipulations of the 1930's which led to 
or helped along the world-wide depres­
sion. 

Twenty-five years ago the United 
States Senate refused to approve the 
United States joining the League of Na­
tions, the first attempt by the nations at 
jo'int international action to prevent war. 
Therefore, I believe that there is perhaps 
an obligation on us to be the first nation 
to ratify the San Francisco Treaty, and I 
hope we shall be. 

The Charter and the Organization 
which it envisages cannot begin to func­
tion effectively until we have enacted a 
statute defining our delegates' powers, 
and perhaps later ratified another treaty 
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setting up the military forces with which · 
it will operate. 
· I think there is no such urgency or 
·pressure on the United States to rush 
into this Monetary Fund and Interna­
tional Bank. A few weeks ago the Con­
gress extended the Reciprocal Trade 
Agreements Act for 3 years, authorizing 
the President to make an additional 50-
percent reduction in our tariffs. I believe 
that the United States Congress and the 
executive branch have both amply 
demonstrated that we are willing to go 
all the way in the field of economic co­
operation to maintain stability in the 
world after the war. Unfortunately, I 
do not think we have anywhere near the 
same assurance from the other nations 
which are parties to this agreement. 
It was for that reason that I voted for 
the motion of the Senator from Ohio 
[Mr. TAFT] to postpone consideration of 
this bill until next November, because I 
think we should have a little more as­
surance that the nations which signed 
this agreement really mean to go along 
with its purposes, rather than te,ke ;:td­
vantage of the loopholes provided in 
article XIV. 

However, .I believe that the Senator 
from Ohio argued from two false prem­
ises: First, that it is the purpose of this 
Monetary Fund to stabilize currencies 
within the various countr~es. I believe 
that article I, paragraph 3, clearly indi­
cates that its purpose is to promote ex­
change stability, and not economic 
stabilization within a country. That ~s 
obviously a different problem. The first 
paragraph of article I reads as follows: 

Tp promote exchange stability, to main­
tain orderly exchange arrangements among 
members, and to avoid competitive exchange 
depreciation. 

In other words, the purpose is to estab­
lish a multilateral trade system. I be­
lieve that the United States and the 
private enterprise system on which we 
depend, have a tremendous stake in see­
ing to it that a multilateral system of 
trade, with free competition, and with 
private enterprise having a chance, pre­
vails in the postwar world. Therefore, 
I believe that we are justified in putting 
$8,000,000,000 into this venture in that 
direction. 

I believe that the other premise on 
which the Senator from Ohio went a 
little astray was his assumption-as it 
seemed to me-that a majority of the 
voting stock in the Fund and Bank would 
be held by nations with no fundamental 
interest in seeing to it that it was oper­
ated on a reasonably conservative basis. 
I do not believe that the list of members 
and their contributions bears out that 
argument. For example, Belgium, Aus­
tralia, Canada, and all the other mem­
bers of .;he British Commonwealth, Den­
mark, India, the Netherlands, New Zea­
land, Norway, the Union of South Africa, 
and the United Kingdom are all great 
trading nations. They have just as great 
an interest as has the United States in 
maintaining international exchange sta­
bility and a system of multilateral clear­
ances of trade balances. - Their total 

· quotas are $5.,350,000,000. Clearly they 
will have a majority control on the board 
of governors of the Fund, and it seems 
to me that they will have much the ·s~m~ 

interest that the United States will have 
in maintaining as much freedom as pos­
sible in world commerce, and a system 
of multilateral clearances. I certainly 

' do not believe that any one of those na­
tions would want to be placed in the 
position of putting 225 percent of its 
quota into the Fund, drawing out per­
haps 100 percent of its quota in dollars, ­
and having all its currency in the Fund 
turn out to be worthless. Every one of 
those nations has a reputation in the 
world for commercial stability and 
honesty in its dealings, and I do not be­
lieve that they would deliberately sabo­
tage the International Fund and Banl{, 
as well as their own stability and repu­
tation, by deliberately filling up the Fund 
with worthless currency. · 

Mr. RUSSELL. Mr. President, will the 
Senator yield? 

Mr. BALL. I yield. 
Mr. RUSSELL. The Senator's amend­

ment has not been printed, and I do not 
have a copy of it before me. As I under­
stand the amendment, it would not in any 
way delay the operation of the Bretton 
Woods agreement. 

Mr. BALL-. Not at all. 
Mr. RUSSELL. It would merely in­

struct our representative on the board 
to endeavor to reduce the time within 
which currencies would be stabilized. 

Mr. BALL. It would place a limit on 
the very indefinite transition period dur­
ing which exchange restrictions could be 
maintained, as provided in article XIV. 

Mr. RUSSELL. What is the period 
which the Senator suggests? 

Mr. BALL. I suggest 3 years. The 
article itself provides that 3 years after 
the beginning of operations the Fund it­
self shall make a survey of such restric­
tions. 

Mr. RUSSELL. The amendment is 
mf'rely a · directive to the representative 
of the United States on the board of gov­
ernors to take certain action to facilitate 
the stabilization of currencies. 

Mr. BALL. It is not even a directive 
to the board of governors. It is a di­
rective merely to our representative on 
the board. 

Mr. RUSSELL. I believe that the 
amendment is very timely. 

Mr. BALL. It would still be u~ ~o the 
board to decide whether or not to adopt 
the amendment. 

Mr. AUSTIN: Mr. President, will the 
Senator yield for a question? 

Mr. BALL. I yield. 
Mr. AUSTIN. Assume that the pro­

posal contained in the pending amend­
ment were carried out, and that it were 
defeated in . the board. Thereupon is it 
probable that the following provision 
would have effect, just as though such a 
proposal had never been made? I refer 
to section 4, which reads in part as fol-
lows: · 

SEc. 4. Action of the Fund relating to re­
strictions.-Not later than 3 years after the 
date on which the Fund begins operations 
and in each year thereafter, the Fund shall 
report on the restrictions still in force under 
section 2 of this article. · Five years after 
the date on which the Fund begins opera­
tions, and in each year thereafter, any mem­
ber still retaining any restrictions incon­
sistent with article vrrr, sections 2, 3, or 4, 
shall consult the' Fund· as to their further 
retention. -- - -

Mr. BALL. I believe that section 
would be in full force and effect. 

Mr. AUSTIN. Should we adopt the 
pending a~endment, would it in any way 
affect section 4, to which I have just 
referred? 

Mr. BALL. Not at all. That section 
could n:ot possibly be affected unless at 
our instance the board of governors 
should propose an amendment which 
would be subsequently ratified as pro­
vided for in the present Articles of Agree­
ment. 

Mr. AUSTIN. Mr. President, will the 
Senator yield for a further question? 

Mr. BALL. I yield. 
Mr. AUSTIN. Does the Senator con­

sider that his proposal would affect any 
other part of the basic agreement? 

Mr. BALL. I do not think it would 
have any effect at all on the agreement. 
I think it would be merely an instruction 
to the United States representative on 
the board of governors to propose a cer­
tain amendment, as the House of Rep­
resentatives has done in the case of two 
other amendments which the House com­
mittee adopted. I may add that even if 
the board of governors did not approve 
the proposal and did not even propose an 
amendment, I think it would be a healthy 
·thing for the Congress of the United 
States, by adoption of the amendment, 
to serve notice that we were expecting 
the other nations to do their part at the 
earliest possible date in removing ex­
change restrictions and really carrying 
out the purposes of this Fun9,. 

Mr. BARKLEY. Mr. President, I do 
not like to ta:re the time of the Senate, 
but I feel that some comment should be 
made on the amendment offered by the 
Senator from Minnesota. I regret very 
much that I feel compelled to oppose the 
amendment, for reasons which I shall 
express very briefly. 

In the .first place, our member of the 
board of governors and the board of gov­
ernors as a whole will be free at any 
time to offer suggestions for amend­
ments. The amendment of the Senator 
from Minnesota wodd require our mem­
ber of the board of governors at the end 
of 3 years, regardless of conditions which 
might exist at that time, to propose 
amendments to the Articles of Agree­
ment to the effect that if at that time 
any nation had not removed its restric­
tions, it should be denied use of the 
Fund or such parts -of it as might be 
available. 

Mr. BALL. ·M1. President, will the Sen­
ator yield? 

Mr. BARKLEY. I yield. 
Mr. BALL. I think the amendment 

provides that the use of the resources 
shall be suspended <?r limited. 

Mr. BARKLEY. Well, if they are sus­
pended, they may be suspended for­
ever-indefinitely. That would be the 
same as declaring the nation ineligible 
at least during the period of suspension 
to participate in the Fund. 

Mr.' BALL. The intention of the word- · 
ing is to leave discretion as to just what 
kind of a limit-ation would be inade on 
the use of the Fund's resources-whether 
a complete suspension or a limitation on 
the 25 percent of its quota which it might 
~~thdraw, or some other limitation. The 
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wording was deliberately left general so 
that the board of governors would have 
complete discretion in the matter. 

Mr. BARKLEY. Mr. President, the 
amendment would not increase the pow­
ers of the board of governors or of our 
representative or of any other repre­
sentative. Under the agreement, they 
can suggest amendments at the end of 
6 months after the agreement becomes 
effective, if they wish to do so, and can 
submit the amendments to all the na­
tions for agreement. It seems to me dan­
gerous to compel our member of the 
board of governors·, by putting him in a 
strait jacket, to propose amendments, re­
gardless of conditions which might exist 
at the end of the 3 years. 
· Furthermore, Mr. President, we are 

now almost at the end or conclusion of 
consideration of the bill, and I think the 
debate has been very fruitful and useful. 
I think it has been for the most part on 
a high level, dealing with a technical and 
involved subject. I wish to congratulate 
the Members of the Senate, whether they 
have been for or against this proposal, 
for the diligence with which they have · 
attempted to study and discuss it. I pay 
tribute to the Senator from Ohio for his 
diligence and laborious efforts. I think 
he has frequently expressed a distorted 
view of the meaning of the agreement, 
but even in his distortions I think he has 
been perfectly sincere and honest. I do 
not have to pay tribute to the Senator 
from Minnesota, in whose sincerity and 
ability I have so frequently expressed m;v 
confidence. 

However, Mr. President, adoption of 
the amendment would imperil passage 
of the bill at this time. We may as well 
understand that. The House of Repre­
sentatives is waiting for the Senate to 
act on a resolution permitting the House 
to adjourn on Saturday. A quorum of 
the House is not in the city now. The 
House of Representatives has studied 
the amendments which the committee 
has proposed and which have been 
adopted by the Senate, and I am told 
there will be no difficulty in haying them 
agreed to without objection on the part 
of the House. Then this legislation 
could be completed and could go to the 
President for his signature. 

The amendment proposed by the Sen­
ator from Minnesota involves the injec­
tion into the proposal of a new equation 
which has not been considered in com­
mittee, either in the House of Repre­
sentatives or in the Senate. I think it 
would be almost disastrous to do any-

_ thing which would imperil passage of 
the proposed legislation at this time. 

For that reason and for the reason 
that the amendment is not necessary in 
the first place, inasmuch as our repre­
sentatives and all other representatives 
will be free to do whatever they may see 
fit to do under the conditions which may 
then exist and, of course, under condi­
tions which might prompt the suggestion 
of amendments long before 3 years, I 
therefore hope the amendment will be 
rejected. 

Mr. WHITE. Mr. President, w111 the 
Senator yield? . 

Mr. BARKLEY. I yield. 
Mr. WHITE. The amendment, as I 

understand it, directs that an amend-

ment be offered at the end of 3 years. 
I was wondering whether the amend­
ment is in such language that it would 
be such a directive as to the time when 
an amendment should be offered as to 

·be a denial of the right to offer an amend­
ment sooner. 

Mr. BARKLEY. No; it would not be 
a denial of the right to offer an amend­
ment sooner. The amendment is stated 
in five or six lines, and so I shall read it: 

SEc. -. The governor of the Fund ap­
pointed by the United States is hereby di­
rected to propose promptly and support an 
amendment to the Articles of Agreement to 
provide ·that after the Fund has been in. 
operation 3 years the right of a member 
to use the Fund's resources shall be suspended 
or limited 1f such member has in effect ex­
change restrictions inconsistent with article 
VIII, sections 2, 3, and 4. The President is 
h ereby authorized and directed to accept an 
amendment to that effect on behalf of the 
United St ates. 

Mr. President, the amendment would 
not require our delegate to wait for 3 
years before proposing his amendment. 
The amendment might be interpreted 
as an instruction to our delegate at once 
to propose an amendment to the articles 
of agreement, providing that at the end 
of 3 years thereafter, if it were agreed to, 
the nation concerned should be sus­
pended or limited in its operations under 
the Fund. Our member of the board 'Jf 
governors would not have to wait for 3 
years; but he would be instructed to make 
such a proposal, I should say, as soon 
as practicable after the operation of the 
Fund is organized. 

Mr. AIKEN. Mr. President, will the 
Senator yield for a question? 

Mr. BARKLEY. I yield. 
Mr. AIKEN. Suppose our director 

were to make such a proposal, but sup-
. pose it were not acted upon until after 

the end of the present Congress. Would 
not that in effect be attempting to bind 
the succeeding Congress? It does not 
look right to me. 

Mr. BARKLEY. The present Con­
gress will end on the 3d day of January 
1947. 

Mr. All~EN. Even though our rep­
resentative made the proposal promptly, 
it might not be acted upon until after 
the end of the present Congress. 

Mr. BARKLEY. No, Mr. President; 
there is no limitation as to when it may 
be acted upon; but our representative 
would be directed promptly to offer the 
amendment to the articles and to sup­
port such an amendment, and I suppose 
tl:le board of governors would have any 
length of time they might .see fit to take 
to determine whether they would act 
favorably or unfavorably upon the pro­
posal which our delegate might make. 

Mr. AIKEN. But suppose they did 
not act upon it until the end of the 
present Congress? What would be the 
effect of that? 

Mr. BARKLEY. I do not know that 
that would have any effect. If the 
amendment were adopted and if it went 
into the agreement, of course it would 
be binding and obligatory upon our dele­
gate to make the proposal as soon as 
possible. 

Mr. AIKEN. That is true. 
Mr. BARKLEY. But the fact that it 

was not acted upon prior to the termf-

nation of the present Congress, which 
would occur on the 3d day of January 
1947, in my judgment would not neces­
sarily have any effect upon the binding 
force of the amendment on our dele­
gate to the Board of Governors. 

Mr. AIKEN. Even though it might 
not be adopted until the end of the .3 
years, does the Senator think the inst ruc­
tions of this Congress would still hold? 

Mr. BARKLEY. If the amendment is 
placed in the bill we are now consider­
ing, it will be permanent law until re­
pealed; and if our delegate made the 
propasal, it might be made within a week 
after they organize. There would be no 
obligation for them to act upon it at 
once. It might be suspended in the 

. Board of Governors, but our delegate 
would be compelled to propose it. 

Mr. AIKEN. That is true. 
Mr. BARKLEY. Regardless of time, 

he would be required to propose it. 
Mr. AIKEN. But the Board of Gov­

ernors would not be compelled to act 
upon it, even within the 3 years; would 
they? 

Mr. BARKLEY. Oh, no; by an act 
of Congress we could not require the 
Board of Governors ever to act upon it. 
It would have to become a 'part of the 
Articles of Agreement before they would 
be compelled to act upon it. 

Mr. AIKEN. Suppose a proposal were 
made and it was not acted upon for, say 
4 years, and then was approved. Would 
whoever was then President still be obli­
gated to accept it? 

Mr. BARKLEY. I suppose it would be 
a binding obligation upon our delegate 
so long as it were in the law and until 
Congress repealed it. 

Mr. DOWNEY. Mr. President, I 
should like to ask the able majority lead­
er a question. Is it not true that if a 
year from no_w, or 2 or 3 or 5 years from 
now, the Congress of the United States 
wanted to direct its representative in 
the Bretton Woods organization to take 
any action on behalf of our Government 
looking to a request for an amendment, 
that could be done? 

Mr. BARKLEY. Oh, yes. We are 
now passing upon a proposed act of Con­
gress providing for the manner of ap­
pointment of our member of the Board 
of Governors. It is subject to amend­
ment hereafter, just as any other law 
would be if, in 2 years or 5 years or 6 
months, even, Congress should desire to 
amend its own law which we are now 
seeking to pass. If Congress desired to . 
do that, it could be done. 

Mr. DOWNEY. Then it would seem 
to me much better judgment for Con­
gress to wait a year, 2 years, or 3 years, 
and then make such a decision if it 
should desire to make it. 
. Mr. BARKLEY. I think it would be in 
the interest of wisdom for Congress to 
be governed by any decision made in the 
wisdom of the Fund rather than to in­
struct in advance our member of the 
Board of Governors to offer amendments 
to the Articles of A,greement before th'e 
Board of Governors could pass upon 
them. 

Mr. BALL. Mr. President, I think it 
would clear up the question which the 
Senator from Vermont asked with refer­
ence to the language if I should state 
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that the language is identical with that 
which was put in the bill by the House in 
sections 12 and 13, in which our repre­
sentative on the Board is directed to pro­
pose amendments and authorize our 
President to accept amendments on 
behalf of the United States. 

Mr. BARKLEY. That is where our 
member of the Board is instructed to 
obtain an interpretation from the Fund 
as to the use of the funds, and if the 
interpretation shall be of a certain type, 
he is instructed to vote for the amend­
ment. 

Mr. VANDENBERG. Mr. President, I 
have opposed ever:9' amendment which 
has been offered to this bill which could 
in any way interfere with the imme­
diate successful launching of this great 
venture. I shall continue to oppose any 
amendment which would trend even in­
directly in that direction. 

However, it seems to me that the Sana­
tor from Minnesota now presents a to­
tally different proposition. It cannot 
possibly interfere with the successful 
launching of the Fund. It cannot pos­
sibly interfere with the Fund during 
the initial years of its existence. It can 
never interfere with the operation of the 
Fund except with the approval of the 
governing Board. All that the Senator 
from Minnesota is asking the Senate to 
do, in my judgment, is to underline the 
fact that although we decline to put any 
restrictions upon the Fund at the pres­
ent time, the Senate of the United States 
believes that sooner or later those who 
take advantage of loans for the purpose 
of stabilizing currency and removing 
restrictions upon international trade 
should complete their end of the bar­
gain in order to justify receiving the 
loan . . 

Mr. President, I cannot vote "No" on 
a proposition which asks me to empha­
size-and that is all it does-the fact that 
it is the opinion of the Senate of the 
United States that those who draw down 
this Fund for purposes of stabilizing 
their international trade, and for the 
object of removing restrictions to inter­
national trade, shall do what they under­
take to prom~se to do sooner or later. 
I cannot believe that the Senate wants 
to decline to say that in the long view 
we are anxious that these restrictions 
shall be removed, that we intend that this 
Fund shall be used for that purpose, and 
that somewhere down the line we intend 
to ask for a test as to whether or not the 
restrictions have been removed by the 
beneficiaries of this Fund. 

Mr. President, when the able Senator 
from Kentucky suggests that the amend­
ment would jeopardize the passage of 
this bill because the House might de­
cline to agree to an amendment of this 
nature, I am unable to share his anxiety. 
This amendment is in the precise Ian­
guage which the House itself twice used 
in amending the bill. I cannot under­
stand why any Member of the House 
should disagree for an ·instant to the 
fundamental principle which is involved, 
and it is the only p~ inciple on which we 
are to vote. I certainly intend to vote 
for the amendment. 

Mr. BARKLEY. Mr. President, de­
spite what the Senator from ·Michigan 
has said, if this were a proposition to 

amend the act in the interim between 
its passage and its signature by the 
President, and the actual setting up of 
the Fund in its operation, I might be 
willing to support it. There will be 
ample time between the enactment of the 
bill and the date when the Fund will go 
into operation, in which to amend the 
law in any parL::ular. I do not share 
the optimism of the Senator from Mich­
igan when he suggests that in view of the 
parliamentary situation we are not en­
dangering · the passage of this bill by 
adopting the proposed amendment. It 
is a situation which I have not created. 
I think if this amendment should be 
agreed to, and it should happen that it 
would interfere with the immediate pas­
sage of the act, we may as well have 
agreed to the motion which the Senator 
from Ohio made yesterday to postpone 
consideration of the bill to the 15th day 
of November, because in all likelihood 
that may be what will happen. 

The PRESIDENT pro tempore. The 
question is on agreeing to the amend­
ment offered by the Senator from Min­
nesota [Mr. BALL]. 

Mr: BALL. Mr. President, I ask for 
the yeas and nays. 

The yeas and nays were ordered, and 
the legislative clerk proceeded to call 
the roll. 

Mr. WILLIS <when his name was 
called). I am paired with the senior 
Senator from Arizona [Mr. HAYDEN] who 
is necessarily absent. I am informed 
that if he were present he would vote 
"nay." If I were permitted to vote, I 
would vote "yea." 

The roll call was concluded. 
Mr. BUTLER. I have a pair with the 

senior Senator from Alabama EMr. 
BANKHE.\D], which I transfer to the senior 
Senator from Idaho [Mr. THOMAS], and 
will vote "yea." 

Mr. SHIPSTEAD. I have a pair with 
the senior Senator from Maryland [Mr. 
TYDINGS]. Not being advised how that 
Senator· would vote if present, I with­
hold my vote. If permitted to vote, I 
would vote "yea." 

Mr. WAGNER. I have a general pair 
with the Senator from Kansas· EMr. 
REED J. I transfer that pair to the Sena­
tor from Florida [Mr. PEPPER], who if 
present would vote ''nay." I am there­
fore free to vote, and I vote "nay." 

Mr. HILL. I announce that the senior 
Senator from Virginia EMr. GLAssJ is 
absent because of illness. 

The Senator from Florida [Mr. PEP­
PER] is absent because of the death of his 
father. 

The Senator from North Carolina EMr. 
BAILEY], the Senator from Alabama EMr. 
BANKHEAD], the Senator from Texas EMr. 
CONN ALL yJ, the senior Senator from 
Rhode Island [Mr. GERRY], the junior 
Senator from Rhode Island [Mr. GREEN], 

· the Senator from West · Virginia [Mr. 
KILGORE J, the Senator from Louisiana 
[Mr. OVERTON], the Senator from Utah 
[Mr. THOMAS], and the Senator from 
Maryland EMr. TYDINGS], are absent on 
public business. · 

The Senator from Utah [Mr. THoMAs] 
has a general pair with the Senator from 
New Hampshire [Mr. BRIDGES], and if 
present and voting the Senator from 
Utah [Mr. THOMAS] would vote "nay." 

I further announce that if present and 
voting the Senator from North Carolina 
[Mr. BAILEY], the Senator from Alabama 
[Mr. BANKHEAD], the Senator from Rhode 
lsland EMr. GREEN], the Senator from 
West Virginia [Mr. KILGORE], and the 
Senator from Maryland [Mr. TYDINGS] 
would vote "nay." 

Mr. WHERRY. The Senator from New 
Hampshire [Mr. BRIDGES], the Senator 
from Kansas EMr. REED], and the Senator 
from Iowa EMr. WILSON] are absent on 
official business. 

The Senator from Idaho [Mr. THOMAS] 
is absent because of illness. 

The Senator from California [Mr. 
JoHNSON] is unavoidably absent. 

The Senator from New Hampshire 
[Mr. BRIDGES] has a general pair with the 
Senator from Utah EMr. THOMAS]. 

The Senator from Kansas [Mr. REED] 
has a general pair with the Senator from 
New York EMr. WAGNER], the transfer of 
which has been announced heretofore. 
If present, the Senator from ·Kansas 
would vote "yea." 

The Senator from 41talifornia [Mr. 
JoHNSON], who would vote "yea," is 
paired with the Senator from North 
Carolina [Mr. BAILEY], who would vote 
"nay." 

The Senator from Idaho [Mr. THOMAS] 
would vote "yea" if present. 

The result was announced-yeas 29, 
nays 46, as follows: 

YEAS-29 
Austin Ferguson Robertson 
Ball Gurney Russell 
Brooks Hart Taft 
Buck Hawkes Vandenberg 
Bu~hfl.eld Hickenlooper Wheeler 
Butler La Follette Wherry 
Byrd Langer White 
Capehart Millikin Wiley 
Capper Moore Young 
Cordon Revercomb 

-, 
NAYS-46 

Aiken Hill Murray 
Andrews Hoey Myers 
Barkley Johnson, Colo. O'Daniel 
Bilbo Johnston, S. C. O'Mahoney 
Briggs Lucas Radcliffe 
Burton McCarran Saltonstall 
Chandler McClellan Smith 
Chavez McFarland Stewart 
Donnell McKellar Taylor 
Downey McMahon Thomas, Okla .• 
Eastland Magnuson Tobey 
Ellender May bank Tunnell 
Fulbright Mead Wagner 
George Mitchell Walsh 
Guffey Morse 
Hatch Murdock 

NOT VOTING-20 

Bailey Green Shipstead 
Banl\:head Hayden Thomas, Idaho 
Brewster Johnson, Calif. Thomas, Utah 
Bridges Kilgore Tydings 
Connally Overton Willis 
Gerry Pepper Wilson 
Glass Reed 

So Mr. BALL's amendment was re­
jected. 

The PRESIDENT pro tempore. The 
bill is still open to amendment. If there 
be no further amendment to be offered, 
the question is on the engrossment of the 
amendments and the third reading of the 
bill. • 

The amendments were ordered to be 
engrossed and the bill to be read a third 
time. 

The PRESIDENT pro tempore. The 
question now ·is, Shall the bill pass? 
. Mr. BARKLEY. I ask for the yeas 
and nays. 
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The yeas and nays were ordered, and 

the legislative clerk proceeded to call the 
roll. 

Mr. BUTLER <when his name was 
called). I have a pair with the sehior 
Senator from Alabama [Mr. BANKHEAD]. 
I transfer that pair to the senior Senator 
from Idaho [Mr. THOMASJ., and will vote. 
I vote "nay." 

Mr. SHIPSTEAD <when his name was 
called). I am paired with the senior 
Senator from Maryland [Mr. TYDINGS], 
who would, if present, vote "yea," I am 
informed. If permited to vote, I would 
vote "nay." 

Mr. WILLIS <when his name was 
·called). On this vote I have a pair with 
the senior Senator from Arizona [Mr. 
HAYDEN]. I am informed that if he were 
present he would vote "yea," as I am 
about to vote. I vote "yea." 

The roll call was concluded. 
Mr. WAGNER. I have a general pair 

with the Senator from Kansas [Mr. 
REED]. I am advised that if present and 
voting the Senator from Kansas would 
vote as I intend~ vote, and I am there­
Jore at liberty to vote. I vote "yea." 

Mr. HILL. I announce that the senior 
Senator from Virginia [Mr. GLASS] is 
detained because of illness. 

The Senator from Florida [Mr. PEP­
PER] is detained because of the death of 
his father. 

The Senator from North Carolina [Mr. 
BAILEY], the Senator from Alabama [Mr. 
BANKHEAD], the Senator from Texas [Mr. 
CONNALLY], the senior Senator from 
Rhode Island [Mr. GERRY), the junior 
Senator from Rhode Island [Mr. GREEN], 
the Senator from Louisiana [Mr. OVER­
TON], the Senator from Utah [Mr. 
THOMAS], and the Senator from Mary­
land [Mr. TYDINGS.], are detained on 
public business. 

The Senator from Arizona [Mr. HAY­
- DEN] is necessarily absent. 

I am advised that if present and vot­
ing, the Senator from North Carolina 
[Mr. BAILEY], - the Senator from Ala­
bama [Mr. BANKHEAD], the Senator from 
Rhode Island [Mr. GREEN] 

1 
the Senator 

from Arizona [Mr. HAYDEN], the Sena­
tor from Florida [Mr. PEPPER], the Sen­
ator from Utah [Mr. THOMAS], and the 
Senator from Maryland [Mr. TYDINGS], 
would vote "yea." 

Mr. WHERRY. The Senator from 
New Hampshire [Mr. BRIDGEs), the Sen­
ator from Kansas [Mr. REED], and the 
Senator from Iowa [Mr. WILSON], are 
absent on official business. 

The Senator from Idaho [Mr. THOMAS] 
is absent because of illness. 
.._ The Senator from California [Mr. 
JoHNSON] is unavoidably absent. 

The Senator from New Hampshire 
[Mr. BRIDGEs] and the Senator from 
Kansas [Mr. REED] would vote "yea" if 
present. 

The Senator from California [Mr. 
JoHNSON], who would vote "nay," is 
paired with the Senator from North Car­
olina [Mr; BAILEY], who would vote 
"yea." , 

The Senator from Idaho [Mr. THOMAS] 
would vote "nay" if present. 

The result was announced-yeas 61, 
nays 16, as follows: 

Aiken 
Andrews 
Austin 
Ball 
Barkley 
Bilbo 
Briggs 
Buck 
Burton 
Byrd 
Capehart 
Chandler 
Chavez 
Cordon 
Donnell 
Downey 
Eastland 
Ellertder 
Ferguson 
Fulbright 
George 

Brooks 
Bushfield 
Butler 
Capper 
Gurney 
Hart 

YEAS-61 
Guffey 
Hatch 
Hickenlooper 
Hill 
Hoey 
Johnson, Colo. 
Johnston, S. C. 
Kilgore 

· La. Follette 
Lucas 
McCarran 
McClellan 
McFarland 
McKellar 
McMahon 
Magnuson 
Maybank 
Mead 
Mitchell 
Morse 
Murdock 

NAYS-16 
Hawkes 
Langer 
Millikin 
Moore 
O'Daniel 
Revercomb 

Murray 
Myers 
O'Mahoney 
Radcliffe 
Russell 
Saltonstall 
Smith 
Stewart 
Taylor 
Thomas, Okla. 
Tobey 
Tunnell 
Vandenberg 
Wagner 
Walsh 
White 
Wiley 
Willis 
Young 

Robertson 
Taft 
Wheeler 
Wherry 

NOT VOTING-18 
B~iley Glass Reed 
Bankhead Green Shipstead 
Brewster Hayden Thomas, Idaho 
Bridges Johnson, Calif. Thomas, Utah 
Connally Overton Tydings 
Gerry Pepper Wilson 

So the bill <H. R. 3314) was passed. 
ESTATE OlF JAMES ARTHUR WILSON­

CONFERENCE REPORT 

Mr. ELLENDER submitted the follow­
ing report: 

The committee of conference on the dis­
agreeing votes of the two Houses on the 
amendments of the House . to the bill (S. 
592) for the relief of the Estate of James 
Arthur Wilson, deceased, having met, after 
full and free conference, have agreed to 
recommend and do recommend to their 
respective Houses as follows: 

That the Senate recede from its disagree­
ment to the amendment of the House, and 
agree to the same with an amendment as 
follows: In lieu of the figures, to wit, $7,000, 
inserted by the House, insert the figures 
"$6,000"; and the House agree to the same. 

ALLEN J. ELLENDER, 
KENNETH S. WHERRY, 
JAMES M. TuNNELL, 

Managers on the Part of the Senate. 
· DAN R. McGEHEE, 

CLIFFORD P. CASE, 
Managers on the Part of the House. 

Mr. WHITE. Is that a claim bill? 
Mr. ELLENDER. It is. 
The PRESIDENT pro tempore. The 

question is on agreeing to the conference 
report. 

The report was agreed to. 
THE OREGON LAMB PROBLEM-WASTAGE 

IN FOOD MARKETING 

(On request of Mr. MoRsE, and by 
unanimous consent, the following re­
marks by him were ordered to be printed 
at this point in the RECORD:) 

Mr. MORSE. Mr. President, I wish to 
speak on a domestic problem. I ask to 
have my remarl{S on this domestic prob­
lem placed in the RECORD at the conclu­
sion of the debate on Bretton Woods. 

Mr. FULBRIGHT. Mr. President, will 
the -Senator yield? .. 

Mr. MORSE. I yield. 
Mr. FULBRIGHT. I wonder if by any 

chance the Senator is about to tell us 

something about Oregon lambs? 
[Laughter.] 

Mr. MORSE. I shall not disappoint 
the Senator from Arkansas. That is 
exactly what I am going to talk about. 
I hope he will help me get some action 
from the administration in regard to the 
problem. 

The PRESIDING OFFICER. The 
Senator from Oregon requests that his 
remarks on the domestic problem be 
placed in the RECORD after the discussion 
on Bretton Woods. 

Mr. MORSE. After today's discussion 
on Bretton Woods. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and it 
is so ordered. 

Mr. MORSE. I have a little sense of 
continuity, Mr. President, and that is 
why I want my remarks placed at the 
end of the Bretton Woods debate. Also, 
I have some very deep convictions as to 
the responsibility of the United States 
Senate to do more than it has done to 
date to st9p food wastage in America, 
and hence I must again warn and cau­
tion the Senate that food wastage is tak­
ing place, and· the Oregon lamb problem 
is but an example of it. 

I should like to read a telegram which 
I received this morning from the Seattle 
Chamber of Commerce, in the home 
State of the present occupant of the 
chair [Mr. MAGNUSON]. 

SEATTLE, WASH., July 18, 1945. 
Hon. WAYNE MoRsE; 

Senate Office Building, Washington, D. C. 
To alleviate present shortage and provide 

meat for in-plant feeding and restaurants in 
Puget Sotmd and other critical labor areas, 
the Seattle Chamber of Commerce urges 
favorable consideration be given to lifting 
of OPA order and permitting Williametta 
Valley lambs to go to markets supplying these 
restaurants and feeding facilities. This 
would temporarily relieve meat situation as 
affected by OPA order of July 1 cutting point 
rations. Please continue to urge OPA to re­
instate ration point values as they existed 
prior to July 1 for group 3 and 4 restaurants 
investigated recently by Mr. Boyle of OPA. 

SEATTLE CHAMBER OF COMMERCE. 

Mr. President, we see from the tele .. 
gram from the Seattle Chamber of Com .. 
merce that exactly the same problem ex­
ists in Seattle, Wash., in regard to res­
taurants as exists in the great war port of 
Portland. 

Mr. FERGUSON. Mr. President, will 
the Senator yield? 

Mr. MORSE. I am glad to yield to the 
Senator from Michigan. 

Mr. FERGUSON. The Senator from 
Oregon is speaking on the question of 
OPA bungling. I should like to read into 
the RECORD at this time a small item 
from a letter which I received from a 
firm of wholesale drygoods dealers in 
Detroit. 

Mr. MORSE. I shall be very happY, 
to have the Senator do so. 

Mr. FERGUSON. The letter reads in 
part, as follows: 

The scarcity of essential textile items be­
comes steadily more acute. At present, it 
is only a. laughing matter that men in De­
troit are buying ladies' panties for their · 
own use because of the shortage of men's 
shorts, but when colder weather rolls around 
anci warmer underwear is not available for 
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children and outdoor workers, the howls wlll 
be terrific. 

So the OPA headquarters may expect 
something after the weather becomes 
cold in Detroit. 

Mr. MORSE. Let me say to the dis­
tinguished junior Senator from Michi­
gan that he is perfectly welcome to take 
care of his Michigan problem on un( -r­
wear. I am going to stick to Oregon 
lambs. [Laughter .J 

Let me tell the Senator about the 
restaurant situation in Seattle and Port­
land, two great war ports, where many 
thousands of war workers are building 
ships for the successful prosecution of 
the war in the Pacific. The reports we 
are receiving from Seattle and Portland 
show that restaurant after restaurant is 
being shut down because it cannot get 
the necessary points with which to buy 
food to feed the consumers. We are re­
ceiving communications from chambers 
of commerce and from laborers, inquir­
ing as to what this administration thinks 
these workers ar~ going to eat if the 
restaurants are not kept open to feed 
them. 

I think it is a pretty sad state of af­
fairs if we have reached the point where 
bureaucratic stubbornness is making it 
impossible for the war centers of this 
country to keep open the restaurants 
necessary to supply the workers with 
food. I do not know of any problem fac­
ing the United States Senate that could 
be more critical. 

Mr. President, as I stated yesterday, I 
am at a loss to understand why the ad­
ministration forces in the United States 
Senate are not getting behind this prob­
lem and giving to me the support which 
is necessary to solve it. I am satisfied 
that if a dozen Democratic Senators 
were to join in this fight, as they should, 
headed by the leadership of the Demo­
cratic Party in the Senate, this problem 
would be solved in a hurry. I place that 
responsibility on the Democratic Party 
today. I invite its members to join with 
me in seeking to solve the food shortage 
and wastz..ge problem in the States of 
Oregon, Washington, and California. I 
invite them to join with me in trying to 
open the restaurants of those areas, 
wh~ch can be easily opened if OPA is re­
quired to make the necessary changes in 
its regulations. I also invite them to join 
with me in trying to stop the wastage of 
Iambs so sorely needed in the . three 
States where these soft lambs are pro­
duced. 

Mr. MAGNUSON. Mr. President, will 
the Senator yield? 

The PRESIDENT pro tempore. Does 
the Senator from Oregon yield to the 
Senator from Washington? 

Mr. MORSE. I yield. 
Mr. MAGNUSON. I am sure that the 

Senator does not mean to imply that the 
Senator from Washington has not made 
numerous trips to the OPA regarding 
the restaurant situation in the city of 
Seattle and other ports, including ports 
on the Columbia River. 

Seriously, I wish to ask the Senator 
from Oregon whether or not the au­
thority to change the regulations of 
which the Senator from Oregon com­
plains-and in many instances I join 
with him-rests with the OPA in Wash-

ington, or whether that authority has 
been delegated to the regional office in 
Seattle or Portland? I am not now 
speaking about lambs; I am speaking . 
about restaurants. 

Mr. MORSE. I understand. First let 
me say to the Senator from Washington 
that I do not know l~ow any Senator 
could receive finer cooperation than the 
junior Senator from Oregon has received 
from the senior Senator from Washing­
ton, not only with regard to OPA prob­
lems, but with regard to all problems of 
mutual interest to the two great States 
of Oregon and Washington. So my criti­
cism directed to the Democratic Party 
is not directed to the · Senator from 
Washington as an individual; but I re­
peat that if the Senator from Washing­
tori and other Democratic Senators, in­
cluding the great senior Senator from 
the State of New York [Mr. WAGNER], 
whom I now see in the Chamber, and 
who is chairman of the committee that 
has failed to act upon my resolution 
would get behind the resolution which 
I have introduced, which calls for the 
creation of a special committee of the 
Senate to maintain a constant watch­
dog vigilance over OPA, w~ would get 
action. 

Let me say to the senior Senator from 
Washington that the trouble is with the 
type of procedure he has described. He 
has gone to the OPA. I have gone to the 
OPA. Other individual Senators have 
gone to the OPA. We can never obtain 
action from those bureaucrats in that 
way. But if the United States Senate 
were to create a committee with full in­
vestigatory power to put those fellows on 
the carpet and run the vacuum cleaner 
over them a few times to get the dust and 
bugs out of them, we would find that we 
would get action. · 

Now as to the Senator's question. It is 
my ullderstanding that the Washington 
office of OPA could solve the restaurant 
problem if it cared to. I think it is true 
that considerable authority has been 
delegated to regional offices in regard to 
it but apparently not enough to solve the 
problem. However, whoever in OPA is 
responsible for it, I say that OPA.should. 
proceed without delay to open those res­
taurants. It is inexcusable for OPA to 
close the channels of food for consumers 
that are dependent upon restaurants. 

Mr. WHEELER. Mr. President, will 
the Senator yield? 

Mr. MORSE. I yield. 
Mr. WHEELER. I may say to the Sen­

ator from Oregon that the Committee 
ofi Agriculture and Forestry appointed a 
subcommittee, and I happened to be a 
member of it. We went into the meat 
situation. We thought we gave it a 
fairly good going-over, and that we 
showed up a number of things which 
were happening. J. am frank to say that 
we received very little assistance from 
the OPA, and we obtained very few re­
sults as a consequence of our investiga­
tion. Frankly, I felt that what the OPA 
needed was a housecleaning. I still 
think I am correct in believing that the 
OPA needs a housecleaning from top to 
bottom. · 

Mr. MORSE. I entirely agree with the 
senior Senator from Montana, and I ain 
glad to have that statement from him. 

I shall appreciate his support of my reso­
lution, because I think the adoption of 
my resolution is the parliamentary way 
of producing a housecleaning in the OPA. 
Of course, I am sure it is not necessary for 
me to tell the senior Senator from Mon­
tana that I would start first with Mr. 
Chester Bowles, and I would send him 
back to the advertising business. 

Mr. LANGER. Mr. President, will the 
Senator yield to me? 

Mr. MORSE. I yield. 
Mr. LANGER. I wonder whether the 

Senator from Oregon has seen a dis­
patch by the Associated Press from To­
peka, Kans., which reads as follows: 

LACK OF MEAT AFFECTS HARVEST IN KANSAS 
ToPEKA.~Nearly 2,500,000 bushels of stand­

ing wheat in one western county may go 
unharvested because of shortage of food ra­
tion points, Gov. Andrew Schoeppel was ad­
vised Monday. 

Representative Clair Curry, of Greeley 
County, on the Kansas-Colorado border, tele­
graphed the Governor there was a lack of 
food in restaurants in the area and conse­
quently harvest crews were passing on to 
other regions. 

"The fellows are not stopping with their 
combines or trucks," Curry declared. "Some 
are returning home. The points have already 
been cut from eight to six per man per day. 
That amount will not feed a harvest hand." 

Curry said at least 15 men told him they 
·went to bed without supper Sunday night. 

Governor Schoeppel contacted H. 0. Davis, 
State OPA director, who said he was sending 
a rationing officer to the area to investigate 
and attempt an adjustment. 

Curry complained that "we have plenty 
of meat available in the pastures and fields 
but cannot use it." 

That bears out what the distinguished 
Junior Senator from Oregon has said. 

Mr. MORSE. Mr. President, I thank 
the Senator very much for this contri- · 
bution. What he has said just illustrates 
the situation again, and is further evi­
dence, that if the committee which I 
suggest is appointed by the Senate and 
goes to work, it can check the gross in­
competence and maladministration on 
the part .of the OPA. 

Mr. President, this morning I received 
a telegram from a very substantial cit­
izen of Oregon, Mr. Fred Hartung. In 
his telegram he states the following: 

PoRTLAND, OREG., July 19, 1945. 
United States Senator WAYNE L. MoRsE, 

Washington, D. C.: 
OPA have granted increased quota lambs 

to J. A. Robbins, ;:ny business partner. Un­
able to get all increased quota killed at 
Brander Meat Co., Portland. We have con­
tract with State-inspected plant with avail­
able manpower in Vancouver, Wash., to kill 
300 or more lambs weeldy. Filing request 
OPA today for additional quota lambs to be 
slaughtered Kurth & Carlson, Vancouver 
plant. Source of supply will be Willamette 
Valley lambs now coming to market in in­
creasing large numbers. Can you secure im­
mediate action OP A on request for quota 
lambs to be killed at Kurth & Carlson for us? 

FRED HARTUNG. 

The telegram illustrates the need of 
greater use of one of the three remedies 
which the senior and junior Senators 
from Oregon have tried to convince this 
administration must be adopted if we are 
to prevent this food wastage. I refer to 
the removal or lifting of quotas on class 2 
slaughterhouses. Let me say again that 
historically the bulk of these lambs 
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have been killed in the class 2 slaughter­
·houses. They have been consumed lo­
cally in Oregon, Washington, and north­
ern California. 

The Patman amendment was passed to 
accomplish that very purpose, and for 
the third day in a row I call upon the 
Secretary of Agriculture to put the Pat­
man amendment into full force and ef­
fect. Until he does so, he will continue 
to open himself to the charge, not alone 
by the Senators from Oregon, but by the 
people in Oregon who are calling upon us 
about this problem, that apparently a 
play is being made in favor of the large 
packers in Portland. He should not be 
any party to a squeeze play upon the 
small farmers of the Willamette Valley, 
forcing them, as this :flood of lambs in­
creases, to dump their lambs in the Port­
land markets at such prices as Swift & 
Co. and the other federally inspected 
packing plants wish to pay. If the Sec­
retary of Agriculture will exercise his 
full authority under the Patman amend­
ment he will make a great step forward 
toward the solution of this problem and 
protect the farmers of my State from a 
big packers' monopoly, 

Now let me call the attention of the 
Senate to a telegram which I received 
this morning from E. L. Potter, of the 
livestock division of Oregon State Col­
lege. 

Mr. MAGNUSON. Mr. President, I 
wonder if the Senator will yield to me 
before he reads the telegram. 

Mr. MORSE. I am glad to yield to 
the Senator from Washington. 

Mr. MAGNUSON. Has the Senator 
from Oregon inquired of the Sacretary 
of Agriculture regarding this matter? 
If so, what was his reply? I am familiar 
with the Patman amendment, of course. 

Mr. MORSE. I was about to come to 
that point. The junior and senior Sen­
ators from Oregon had a conference 
with the Secretary of Agriculture. 

Mr. MAGNUSON. Of course, some­
times the Cabinet officers do not read the 
CONGRESSIONAL RECORD every morning, 

Mr. MORSE. I am a little suspicious 
that they have been reading the RECORD 
regarding this matter. The junior and 
senior Senators from Oregon had a con­
ference with the Secretary of Agricul­
ture; we laid this problem squarely be­
fore him. We told him the importance 
of having him exercise his authority 
under the Patman amendment. We 
pointed out the relationship of the class 
2 slaughterers to this problem. He will 
have to speak for himself, but I will 
speak about the impression he left with 
me, namely, that he seemed to under­
stand the problem thoroughly...:......so thor­
oughly, as I said yesterday on the :floor 
of the Sanate, that he telephoned the 
OPA and explained the situation and 
said he was willing to appoint a repre­
sentative of the Department of Agricul­
ture if the OPA would appoint someone 
to represent it, and would agree to send 
those two men out into the field and 
would agree to give them authority to 
solve this problem. He suggested that 
such representatives be chosen with the 
understanding that if they could not 
agree they would clear their disagree­
ments through Washington. 

So far as we have been able to ascer­
tain that has not yet been done. Why? 
Because the Secretary of Agriculture 
apparently is relying upon some gross 
misinformation-! say it is misrepre­
sentation-namely, that there is no 
lamb problem now because such lambs . 
as have appeared at the Portland mar­
ket have been purchased. Just think 
of that. That is the answer which ap­
parently satisfies the Secretary of Agri­
culture. One must go out of Portland, 
down into the valley, if he is to see what 
is happening to the lambs involved in 
this problem. That is where the prob­
lem is. If the Secretary of Agriculture 
wishes to take the position that the lamb 
producers of Oregon cannot use the class 
2 slaughter houses and cannot market 
these lambs as they have historically 
marketed them, but that they must be a 
party to this play in favor of the big 
packers, then in my judgment the Secre­
tary of Agriculture is clearly wrong and 
must be subject to severe criticism. 

Mr. President, the lambs cannot be 
handled in those Portland markets; 
they cannot begin to be handled there. 
The result is that the lambs simply are 
not being sent there and wastage is 
resulting. , 

Mr. REVERCOMB. Mr. President, will 
the Senator yield to me? 

Mr. MORSE. I yield. 
Mr. REVERCOMB. I am very much 

interested in the statement just made 
by the able junior Senator from Oregon 
to the effect that the Secretary of Agri­
culture indicated that he would appoint 
a representative if the OPA would ap­
point one, and would send them to the 
State of Oregon with authority to work 
out a solution of the problem in that 
State. Why does the Secretary of Agri­
culture wish to consult with the OPA 
under the Patman amendment? As I 
understand the Patman amendmeif,t, in 
the first instance if the Secretary of Agri­
culture find that a wrong has been done 
under the rules and operations and 
practices of the OPA, he has a right on 
his own initiative to make a correction. 
I am particularly interested in the mat­
ter of the issuance of class 2 permits for 
slaughterers-not so much with regard 
to the question of Oregon lambs, but I, 
too, have taken up this subject with the 
Secretary of Agriculture with particular 
reference to the slaughtering of meat in 
my own State of West Virginia. 

In West Virginia there are cattle in 
the fields which have been locally raised, 
and which the local residents are not 
allowed to use. Yet, they are in need 
of meat throughout the coalfields and 
the agricultural sections. As I under­
stand, when a wrong is done, or particu­
larly a hardship has been worked as a 
result. of the enforcement of a rule of 
the OPA, the Secretary of Agriculture 
has the right and authority, under the 
Patman amendment to grant relief. 
I think the Secretary of Agriculture 
should exercise that right and authority. 
He should not stand back and say in 
effect, "If the OPA will do thus and so 
I will do thus and so." 

I join the distinguished Senator from 
Oregon in presenting this problem. He 
has presented the Oregon-lamb problem, 

and I, for my State, present the cattle 
problem. The people who are living in 
our respective sections of the country 
are entitled to meat. The Government, 
through its official agencies, should put 
an end to shutting off the supply of meat 
to the people of the country when the 
meat is available. 

Mr. MORSE. I thank the Senator 
from West Virginia, and welcome him 
into the fraternitv for OPA reform. 

Mr. WHERRY. Mr. President, will the 
Senator yield? 

Mr. MORSE. I yield. 
Mr. WHERRY. I should like to state 

that the problem of beef and lambs is 
not restricted to Oregon or to West Vir­
ginia. We are suffering similar expe­
riences throughout the :~\fiddle Western 
States. I think the OPA is absollitely re­
sponsible for the conditions which exist. 

I am glad that the junior Senator from 
Oregon has brought the lamb problem to 
tne attention of the Senate. I am also 
glad that the Senator from West Virginia 
has told us about the meat problem 
which exists in his State. I hope that 
all Senators from States which are being 
confronted with meat problems will con­
tinue to bring the matter to the atten­
tion of the Senate. I think that a com­
mittee should be appointed under the 
resolution which was submitted by the 
Senator from Oregon. I thought that 
resolution had been submitted also on 
my behalf. 

Mr. MORSE. As a sponsor. 
Mr. President, I appreciate the support 

of the Senator from Nebraska. I hope 
that the distinguished S~nator from New 
York who is chairman of the committee 
before which my resolution is now rest­
ing will recognize that I am getting votes 
one by one in support of the resolution 
to appoint a special committee to in­
vestigate the OPA. I hope the Senator 
from New York will assist me in getting 
the resolution out of committee and on­
to the :floor of the Senate. 

I return to the consideration of a tele­
gram which I received from Mr. E. L. 
Potter. I was about to tell the Senate 
Mr. Potter's qualifications for expressing 
a view in connection with this subject. 
He is a very able member of the livestock 
division of the Oregon State College. I 
know of no person who has a more prac­
tical and expert understanding of this 
problem. He is a recognized authority 
on livestock marketing problems. He 
has been one of the most ard'ent workers 
in cooperating with the various govern­
mental agencies in an attempt to work 
out a solution of this problem. He 
offered his cooperation to the OPA in 
order to see if some program could not 
be worked out which would be satisfac­
tory to the processors and to the pro­
ducers. He sent me the following tele­
gram: 

McDannell Brown--

He is the head of the OPA in Port­
land-
this morning over the radio denies existence 
of lamb problem thereby reversing previous 
position and declaring war on producers. 
Our worlt so far total loss. 

I do not have to tell the Senate what 
happened. The hea<l offices in Wash-
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ington must save face. They are now 
relying on the rationalization that lambs 
having been purchased in Portland as 
they appeared on the market there at the 
big packers prices there is no lamb prob­
lem in Oregon. 

Mr. CORDON. Mr. President, will the 
Senator yield? 

Mr. MORSE. I yield ·to my distin· 
guished colleague. 

Mr. CORDON. Mr. President, since 
my distinguished ~olleague took the :ftoor 
in further discussion of this question I 
have been in a long telephonic conver­
sation with the director of agriculture of 
the State of Oregon. I asked him par­
ticularly whether the lamb problem in 
that State has ceased to be critical. I 
was advised by him that it is not less but 
more critical, that the peak of the lamb 
production will be reached within the 
next 10 days, and that the loss to the 
producers will increase as the peak is 
reached, and thereafter. 

The director of agriculture of Oregon 
fs a gentleman who is known to the Sec­
retary of Agriculture of the United 
States, who has said that he has the · 
greatest confidence in the knowledge and 
ability of Mr. Peterson. So I think we 
may accept the latter's statement at full 
value. 

Mr. Peterson further advised me-l 
desire this information to be known to 
my distinguished colleague because it 
came to me ·since he started discussing 
the matter from the :ftoor of the Senate 
today-that he has contacted the Army 
procurement authorities in Seattle; that 
the Army advises that it is not only will­
ing to purchase Oregon lamb to the limit 
and down to utility grade but that it is 
anxious to make such a purchase; that 
it is now using reserve stocks, but cannot 
make any purchase except of federally 
inspected carcasses. 

In the State of Oregon there are 8 
slaughterers having Federal inspection 
and approximately 200 class 2 slaugh­
terers having State inspection. The 
Army is limited to the output of 8 slaugh­
terers in the State of Oregon. Those 
slaughterers cannot supply the demands 
of the Army. That outlet is closed to the 
producers. 

Mr. President, allow me also to call my 
colleague's attention to the fact that Mr. 
Peterson again reiterates that there are 
but two fully adequate answers to this 
problem: 

First. To permit the Army to purchase 
from class 2 slaughterers and under ade­
quate State inspection lambs down to 
utility grade and increase slaughtering 
quotas. 

Second. To remove the points from the 
soft lambs and permit the presently ex­
isting domestic consumption in that 
State to take up the slack which it will 
do itniP.ediately, and the problem will be 
solved. 

Mr. MORSE. I thank my colleague 
very much for his statement. 

Mr. President, ye·sterday I stated that 
the facts do not coincide with the state­
ments being made . by the Secretary of 
Agriculture and by OPA to the effect that 
there is no lamb problem in Oregon. I 
asked the Democratic side of the Senate 

to stand up and dispute the facts as the 
senior Senator and junior Senator from 
Oregon have presented them on this :ftoor. 
I am at a loss tc. understand why we do 
not get action from the Democratic side 
of the aisle on this matter because my 
friends over there admit that I am right 
in this fight. In view of the face-saving 
propaganda now being put out by the 
Government agencies that there is no 
lamb problem, we felt, of course, that it 
was necessary for us to make a new check 
of the present corlditions. The distin­
guished senior Senator from Oregon has 
just reported the facts given to him by 
the Director and chairman of the Oregon 
State Department of Agriculture who, 
incidentally, is the man, as I pointed out 
on the :ftoor of the Senate yesterday, 
whom the United States Secretary of 
Agriculture said he would be perfectly 
willing to appoint as his representative 
in Oregon to solve the problem. 

I say to the Secretary of Agriculture 
that had he appointed him, he would 
have received the advice that very able 
representative just gave to the senior 
Senator from Oregon. It would have 
been advice absolutely contrary to the 
procedures and policies the Secretary of 
Agriculture has followed up to this hour 
in regard to this problem. 

Mr. President. I talked this morning 
over the telephone with the editor of the 
Oregonian, Mr. Palmer Hoyt, and to the 
editor of the Portland Journal, Mr. Don 
Sterling. They both verified the fact 
that the lamb situation in Oregon is crit­
ical. 

I do not know what more we have to 
do with this administration in order to 
get a problem across to them. I do not 
know what proof they want. I do know 
that if they continue to sit back here 
3,000 miles away from a tremendous food 
wastage out in the Willamette Valley, and . 
do not do anything about it, they are 
guilty of a great public disservice. 

Therefore I again invite the Democrat­
ic side of the Senate to assist us in this 
situation, because apparently on the Re­
publican side all we can do is present 
the facts and hope and pray that the 
Democratic side will assume its respon­
sibility of being a majority party, and 
take through the necessary administra­
tive channels the facts we present, and 
get an injustice corrected. 

Mr. LANGER. Mr. President, will .the· 
Senator yield? 

Mr. MORSE. I yield. 
Mr. LANGER. I still do not know the 

difference between Oregon lambs and 
other kinds of lambs. They both eat 
grass, and they both grow the same. 
Why should the OPA make one set of 
regulations for Oregon lambs and an­
other set for North Dakota lambs, for 
example. 

Mr. MORSE. I shall be very glad to 
take the Senator through the problem. 
I have explained it before on the fioor of 
the Senate, but I certainly want the Sen­
ator from North Dakota, coming from a 
great agricultural State, to understand 
the situation. 

Oregon, southern Washington, and 
north coast California lambs are what 
are called soft lambs. Because of eli-

matic conditions, the early grass we have 
out there, and the great amount of mois­
ture, we have developed a quality of 
lamb that is known as the soft lamb, in 
that it cannot stand shipment. It is a 
milk-fed lamb. When these lambs are . 
put into boxcars and shipped the dis­
tance from Portland to San Francisco, 
there not only is such great loss in 
shrinkage that their shipment becomes 
unprofitable, but there is a great mortal­
ity rate. 

Mr. LANGER. By milk-fed lamb, the 
Senator means one that is not weaned 
by the ewe? 

Mr. MORSE. They stay with the ewes 
longer than lambs raised elsewhere. 
The feed is such as to cause the ewes 
to carry a good milk supply for a longer 
period of time. Hence, the Iambs are 
fattened on their mothers' milk. 

Mr. LANGER. What age are they 
when they are sold, or about what is 
their weight? 

Mr. MORSE. They weigl;l from 50 to 
80 pounds. They are large lambs, but 
they are what are called high-shrinkage 
lambs. When we were before the Direc­
tor of Economic Stabilization a few days 
ago, Mr. Vaughn, of Dixon, Calif., who · 
is now one of the big sheepmen in that 
section of the country, and the purchaser 
of large numbers of lambs, told of an ex­
perience in his early buying days, a rath­
er costly experience. He said that when 
he found it possible to get these Oregon 
lambs he once bought many of them 
and shipped them a rather long distance · 
to his feeding lot. About a third of them 
died either in shipment or within a few 
days after shipment. They just cannot 
stand shipment. As I have ~aid, the 
shrinkage is so great when they are 
shipped that they become unprofitable, 
so far as shipment is concerned. 

What has happened historically, as I 
have tried to make clear, is that those 
lambs have been slaughtered in our local 
markets and have been consumed locally. 

Mr. ·president, I have just one more 
word. I think we should have in the 
RECORD an interesting letter I received 
this morning from Burnt Woods, Oreg. 
It gives an example of a little different 
type of food wastage, so far as livestock 
is concerned-wastage which results · 
from failure to permit the marketing 
of livestock when it is fat and ready. · 
The writer of th'is letter says: 

Today I turned back on the range last 
year's wether lambs. They are fat now, but 
the grass is drying up. These lambs will be 
for sale next year about June 15. The 
butcher shops are empty. The people need 
the meat. The adm•inistration has given the 
Government-inspected plants a monopoly on 
the meat supply. 

Mr. President, that is the feeling which 
exists throughout the Willamette Val­
ley, namely, that this administration is 
playing with the big packers and forcing 
these farmers to sell such Iambs as the 
big packers will accept in the Portland 
market and at the packers' prices. The 
letter continues: 

It is against the law for me to butcher and 
ship my own livestock. This used to be a 
free country, but it is a lQng ways !rom it 
today. 

-
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Well, Mr. President, this shows his at­
titude, and his attitude is typical. I am 
afraid that if those farmers are not 
given relief they are rightly going to hold 
this administration responsible for the 
great injustice that is being done them. 

I close by referring again to my tele­
phone conversation with Mr. Don Ster­
ling, editor of the Portland Journal, a 
great Democratic newspaper. He urged 
nie to try to make clear to people back 
here in Government that we have little 
meat in our butcher shops; that many 
of our restaurants are closed down; .that 
we cannot even feed, to the degree they 
should be fed, the war workers in the 
great city of Portland. 

I hope this will be the last time I shall 
have to speak on this subject, because I 
just cannot believe, with this reitera­
tion, this mounting of fact upon fact, 
this presenting to the administration 
over and over again the· operative facts 
of this very critical problem, that we 
cannot get some relief. But if by tomor­
row: afternoon we do not have the relief, 
I shall again press this subject upon the 
attention of the Senate, and I shall again 
urge that the Senate proceed to take the 
steps the country has the right to expect 
from it, namely, to adopt the resolution 
which the Senator from Nebraska [Mr. 
WHERRY] and I have offered, calling for 
the appointment of a committee to main­
tain a constant watch over OPA. I think 
such a committee is necessary if we are 
to clean house in OPA. Unless we clean 
house in OPA, I am satisfied Americans 
are going to suffer more and more from 
a maladministration of their food supply. 

Mr. LANGER. Mr. President, will the 
Senator yield further? 

Mr. MORSE. I am glad to yield. 
Mr. LANGER. I received a petition, 

and I wonder if it pictures the situation 
the Senator faces in his State, as it is 
in my State. The petition is addressed 
to the Senators and Representatives in 
Congress from the State of North Da­
kota, including also the distinguished 
junior Senator from North Dakota [Mr. 
YouNG] and myself. The petition reads: 

We, the undersigned farmers and resi­
dents of the vicinity and community of 
Zeeland, Mcintosh County, N. Dak., re­
spectfully pet~tion you as follows: 

I might add that Zeeland is a little 
town of about ·150 people. This is their 
complaint: 

That whereas it has come to our atten­
tion that there is at present only one butcher 
in the village of Zeeland, N. Dak., having a 
so-called slaughtering permit issued by the 
OPA or whatever organization claims to have 
the right to issue such permits; and 

Whereas said butcher has as his butcher 
shop equipment only one small meat counter 
equipped with refrigerating apparatus; and 

Whereas one Mr. Frank Wolf, of Zeeland, 
N. Dak., at the request of many of us, has 
installed a food locker system in said vil­
lage, and is otherwise equipped to handle 
fresh meats and other items usually sold in 
butcher shops; and 

Whereas we have been informed that the 
persons claiming to have authority to license 
mea.t slaughterers have refused to issue to 
the said Mr. Frank Wolf a permit to engage 
ln meat slaughtering under OPA regulations, 
although he is qualified under all State, 
county, and local regulations; 

We, the undersigned, therefore request 
that you, as our Senators and Representa­
tives in Congress, investigate the reasons 

why such a llmif has been placed on 
slaughtering permits in · this vicinity and 
especially in the case of Mr. Wolf; 

And we further petition that if possible 
s1,1ch a permit pe issued to Mr. Wolf inas­
much as present meat and butcher situation 
in the village of Zeeland, N. Dak., is in­
tolerable. 

My distinguished colleague the junior 
Senator from North Dakota [Mr. YOUNG] 
and I after counting the names on the 
petition found that it includes the entire 
community. Inasmuch as the distin­
guished Senator from Oregon is an ex­
pert on the matter of OPA--

Mr. MORSE. Oh, no. I deny that, 
Mr. President. No one could be an ex­
pert on that organization. 

Mr. LANGER. I should judge, after 
listening to the Senator for so many, 
many hours and many days that if any­
one should qualify as an expert--

Mr. MORSE. I know a good deal 
about it, but we need a committee with 
power to find out all about it. 

Mr. LANGER. I am satisfied the 
distinguished Senator from Oregon 
knows a great deal about OPA. The 
junior Senator from North Dakota and 
I want to do something for Zeeland. We 
want to do something for Mr. Wolf. We 
want to do something for the people who 
signed the petition, by way o-f getting 
them meat. We would like very much 
to have the Senator's advice, in view of 
the fact that men and women have peti­
tioned to Cong~ess, as they have a right 
to do. 

Mr. MORSE. My advice is: two more 
votes for my resolution from the two 
Senators from North Dakota. Let the 
Senate give me that committee and we 
will get action from the OPA and cor­
rect the injustices which are now ram­
pant. 

Mr. President, as I take my seat today 
I at least have this encouraging feeling, 
and that is that some of the Democratic 
Senators who continue to talk to me in 
the cloakrooms and tell me I am right 
about this are beginning to scratch their 
heads in an effort to determine whether 
perhaps they ought not to join our fra­
ternity, the membership of which is open 
to all United States Senators-the fra­
ternity for OPA ·reform. 

TAX-ADJUSTMENT BILL OF 1945 

Mr. GEORGE. Mr. President, I move 
that the Senate proceed to the consid­
eration of Calendar No. 457, House bill 
3633. 

The motion was agreed to; and the 
Senate proceeded to consider the bill 
(H. R. 3633) to facilitate reconversion, 
and for other purposes, which had been 
reported from the Committee on Finance 
with an amendment. 

Mr. GEORGE. Mr. President, I ask 
unanimous consent that the formal read­
ing of the bill be dispensed with, that it 
be read for amendment, and that the 
committee amendment be first consid­
ered. 

The PRESIDENT pro tempore. With­
out objection, it is so ordered. The clerk 
will state the committee amendment. 

The amendment was, on·page 18, after 
line 14, to strike out: 

(d) Section 122 (b) of the Internal Reve­
nue Code is amended by inserting at the end 
thereof a new paragraph, reading as follows: 

"(3) Operating loss of certain successor 
and predecessor railroad corporations: If a . 
railroad corporation, as defined in section 
77m of the National Bankruptcy Act, as 
amended, acquires property from one or 
more other railroad corporations, as so de­
fined, in a receivership proceeding, or in a 
proceeding under section 77 of the National 
Bankruptcy Act, as amended, and if the basis 
of the property so acquired is determined 
under section 113 (a) (20), such corporations 
shall, · for the purposes of this section, be 
deemed to be the same taxpayer." 

(e) The amendment made by subsection 
(d) shall be applicable to taxable years be­
ginning after December 31, 1941. In the case 
of taxable years beginning prior to January 
1, 1942, and after December 31, 1938, provi­
sions having the effect of such amendment 
shall be deemed to be included 1n the reve­
n1fe laws respectively applicable to such tax­
abi.e years. 

(f) Section 710 (c) (3) of the Internal 
Revenue Code is amended by inserting at the 
end thereof a new subparagraph, reading as 
follows: 

"(C) Unused excess-profits credit of cer­
tain successor and predecessor rai!road cor­
porations: If a railroad corporation, as de­
fined in section 77m of the National Bank­
ruptcy Act, as amended, acquires property 
frame one or more other railroad corpora­
tions, as so defined, in a receivership pro­
ceeding, or in a proceeding under section 77 
of the National Bankruptcy Act, as amended, 
and if the basis of the property so acquired 
is determined under section 113 (a) ( 20) , 
such corporations shall, for the purposes of 
this section, be deemed to be the same tax­
payer." 

(g) The amendment made by subsection 
(F) shall be applicable to taxable years be­
ginning after December 31, 1941. In the 
case of taxable years b~ginning prior to Jan­
uary 1, 1942, and after December 31, 1939, 
provisions having the effect of such amend­
ment shall be deemed to be included in the 
revenue laws respectively applicable to such 
taxable years. 

Mr. GURNEY. Mr. President, may we 
have an explanation of the amendment? 
I believe it is the amendment which pro­
vides irr case of reorganization of a rail­
road that if the railroad in . some way 
or other changes its corporate set-up it 
would not be entitled to the same con­
sideration as if it retained its original 
set-up. 

Mr. GEORGE. I propose to make a 
brief explanation. Before explaining 
the amendment which is the only one re­
ported by the Senate Finance Committee 
to the bill, Mr. President, I think it would 
be well to malce a brief statement con­
cerning the bill. 

The bill, which passed the House re­
cently, is intended to facilitate reconver­
sion in the interim period before the 
final end of the war. It does not and 
is not intended to provide tax relief 
which will be needed in the transition 
and the postwar period. 

The bill, as amended by the Finance 
Committee, provides for only those rec­
ommendations which were made by the 
Joint Committee on Internal Revenue 
Taxation for Postwar Taxation. This is 
a nonpartisan committee composed of 
~qual representation from both parties 
and consists of six members from the 
Finance Committee and an equal number 
from the House Ways and Means Com­
mittee. This committee has for over a 
year been conducting studies ·in taxa­
tion preparatory to making recommen­
dations for a postwar tax structure. 

• 
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This bill is the culmination of the work 
of the joint committee relating to the 
interim period. The joint committee is 
continuing its studies and later will make 
further recommendations relating to the 
transition and postwar period. 

The Finance Committee made only one 
amendment to the bill as passed by the 
House. It adopted an amendment strik­
ing out a House provision providing spe­
cial relief for reorganized railroads. This 
provision deals with the treatment of 
reor~anized railroads with regard to 
carry-overs from, and-carry-backs to the 
old corporations. This is a technical pro­
vision which your committee did not be­
lieve was germane to the purpose of the 
bill, and provides for a change in tax 
liabilities of railroads which would result 
in a definite revenue loss to the Govern­
ment. This provision was not in the 
recommendations to which the joint 
committee unanimously agreed and the 
Finance Committee believed it should 
have further study and a hearing before 
final action is taken on this subject. Ac­
cordingly, the Finance Committee elimi­
nated this provision without prejudice to 
its future consideration. 

The purpose of this bill is twofold: to 
improve the cash position of businesses 
facing the necessity of reconversion ex­
penditures, and to provide incentive to 
small business to enter peacetime pro­
duction during or by 1946. The first of 
these is provided for by speeding up re­
funds and cJ:edits; the second, by increas­
ing the excess-profits tax exemption to 
$25,000 for 1946. 

Specifically, the bill as amended pro­
vides as follows: 

First .. The excess-profits tax specific 
exemption is increased from $10,000 to 
$25,000, effective for 1946 and subsequent 
years. A pro rata portion of the increase 
in exemption is provided for corporations 
with fiscal years beginning in 1945 and 
ending in 1946. Existing law provides 
that no excess-profits tax return is re­
quired if the excess-profits net income is 
not more than $10,000; the bill increases 
the limitation to accord with the increase 
in the specific exemption. The increase 
in the specific exemption will result in a 
net revenue loss in 1946 of $160,000,000, 
and will relieve some 12,000 corporations 
from paying excess-profits taxes. Al­
most all of these are small corporations, 
upon which the excess-profits is espe­
cially burdensome. The maximum tax 
benefit to any corporation under this pro­
vision is $6,825. 

Before leaving that particular subject, 
Mr. President, I should say that the in­
crease in the specific exemption from 
$10,000 to $25,000 will result in a gross 
loss in revenue from the excess-profits 
tax of approximately $300,000,000, but 
their taxable incomes, for normal and 
surta.."t purposes, will be increased, and 
the actual net loss to the Treasury for 
taxable years ending in 1946 will be only 
$160,000,000. That is the only actual 
out-of-Treasury cost not now provided 
by law that the bill will entail. 

Second. The bill provides that instead 
of paying a 95 percent excess-profits tax 
with a 10 percent postwar credit; a cor­
poration in effect will pay an 85% per­
cent excess-profits tax with no postwar 
credit. This is provided br .~ermi~ting 

corporations to take their 10 percent 
postwar credit currently for 1944 and 
subsequent years instead of in the form 
of bonds which mature over a period of 
several years after the war, as provided 
by present law. By making this postwar 
credit available currently, the cash posi­
tion of business will be improved by not 
collecting from corporate taxpayers ap­
proximately $1,500,000,000 in 1945 and 
1946, which they would otherwise pay 
and not receive back until several years 
after the war. About $830,000,000 of 
this amount is for 1945 and about $710,-
000,000 for 1946. 

Third. Corporations which have out­
standing postwar refund bonds issued 
With respect to 1942 and 1943 liabilities 
will be able at their option to cash these 
bonds on or after January 1, 1946, instead 
of ·waiting 2 to 4 years following the end 
of the war. The· total amount of out­
standing bonds issued with respect to 
1942 and 1943 liabilities is e~timated at 
about one and one-third billion dollars. 

Fourth. The bill provides for the 
speed-up of refunds resulting from . 
carry-backs of net operating losses and 
of unused excess-profits credits. So far 
as the net loss carry-back is concerned, it 
will apply to individuals in business, as 
well as corporations, and will afford relief 
not only from the excess-profits tax, but 
also from the income tax. The bill pro­
vides for the prompt payment of refunds 
resulting from carry-backs by permitting 
the use of either of two procedures. The 
taxpayer may request that current tax 
payments to the exent of the refund aris~ 
ing from an esimated carry-back be de­
ferred, or if he waits until the end of the 
year in which the carry-back arises he 
may request that he be given a tenta­
tive refund within 90 days. The effect 
of the tax deferment provision on an 
estimated net operating loss can be il­
lustrated as follows: 

Suppose a corporation estimates that . 
it will incur a net loss for the calendar 
year 1945, which will result in an over­
payment of $100,000 with respect to prior 
years' taxes. Assume further that the 
third installment of its tax for 1944 
which is due on September 15, 1945, 
amoun~s to $100,000. The corporation 
may, under the provisions contained in 
this bill, defer $50,000 of this installment 
and $50,000 of the December 15 install­
ment and utilize the $100,000 for recon­
version purposes. If the corporation had 
waited until after the end of 1945 before 
filing the refund claim, either because it 
was uncertain of the size of the loss or 
because it had no taxes to pay in 1945, it 
could file a claim for the $100,000 and 
receive a tentative refund within 90 
days. It is this provision which is also 
available to individuals in business. 

The amount of the refunds resulting 
from the operation of these carry-backs 
will depend largely upon the future pat­
tern of business earnings, and for this 
reason is difficult to forecast. It has been 
estimated, however, that the amount of 
refunds resulting from losses and unused 
credits for 1945 and 1946 would amount 
to perhaps U.OOO.OOO ClOO 

Fifth. Refunds arising from the re­
computation of amortization deductions 
on emergency facflities c~:rtified ~o be n.o 

longer necessary .for national defense, 
would become available under this bill 
within 90 days after filing the claims. 
This provision will help individuals in 
business, as well as corporations, and will 
apply to income taxes as well as to ex­
cess-profits taxes. For example, assume 
a corporation owning emergency facili­
ties for which a certificate of nonneces­
sity has been granted files a claim and 
is entitled to a retund of $50,000. Under 
existing law, the $50,000 might not be 
refunded to the corporation for a year 
or two. Under the provisions of this bill 
the corporation may file an application 
for a tentative refund and receive pay­
ment within 90 days. It has been esti­
mated that the refunds speeded up by 
this provision will amount to approxi­
mately $1,750,000,000. 

It will be recalled that provision was 
made in the 1942 act for the speeding up 
of the amortization of the cost of facili­
ties constructed under certain conditions 
for war purposes, or for national defense 
purposes. As we then wrote the law, 
amortization through a 5-year period 
was provided, but it was liltewise pro­
vided that in the event of the ending of 
the war before 5 years, the amortization 
might be recomputed over the shorter 
period if a certificate of nonnecessity 
had been issued. So the pr.ovision in 
this bill makes possible the payment of 
refunds arising from the recomputation 
of the amortization of national defense 
facilities within 90 days. 

In summarizing the effect of this bill 
on receipts of the Government, I should 
like to emphasize that with the exception 
of the increase in the specific exemption, 
resulting in a revenue loss of$160,000,000, 
the provisions of this bill do not reduce 
the ultimate revenue which will be re­
ceived by the Federal Government. They 
merely speed up the payment of money 
which the taxpayers are entitled to under 
existing law, but which would not be 
available in many cases soon enough to 
aid in reconversion. The speed-up of 
refunds and credits provided for in this 
bill would improve the cash position of 
business in the next 2 years by adding 
approximately $5,500,000,000 to their 
cash balances. All of this. represents 
money which taxpayers are entitled to. 
under present law, but unless this bill 
is enacted, this money will not be availa­
ble to them until several years later. The 
details of this estimate are shown in the 
following table: 
Cash which wou...Zd be made promptly avail­

able to business, as a result of the speed-up 
of refunds and credits as proposed in this 
bill 

[In millions of dollars] 
1. CUrrent availability , of postwar 

credit in 1945------------------- 830 
2. Curre'1.t availability of postwar 

credit tn 1946------------------- 710 
3. Refund of outstanding postwar 

bonds, 1946--------------------- 1, 300 
4. Speed-up re:iunds due to recompu­

tations of amortization deduc-
tions, 1945 and 1946 _____________ 1, 700 

5. Speed-up refunds resulting from the 
carry-back of net operating losses 
and unused excess-profits credit, 
1945 and 1946------------------- 1,000 

Tot::~.l amount of refunds and 
.credits---- ...... ----------------~ 5, 540 
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Prompt enactment of this bill is neces­

sary if taxpayers are to take full ad­
vantage, this year, of the provisions for 
speeding-up refunds and credits. Only 
with the immediate enactment of this 
bill will it be possible for businesses antic­
ipating losses or unused excess-profits 
credits for 1945 to defer payment of the 
September 15 installment of ~heir 1944 
tax liabilities. Similar situations exist 
in the case of 1944 postwar credits and 
refunds arising from the recomputation 
of amortization deductions on emergency 
facilities. Businessmen are now plan­
ning for reconversion to peacetime 
operations. Delay in the enactment of 
this bill would continue the present un­
certainty and thus make planning more 
difficult. Also, it is believed that the 
early enactment of this bill would be 
interpreted as an indication of the de­
sire of Congress to encourage timely re­
conversion and business expansion. 

Mr. President, that substantially covers 
the scope of the bill, but I should like to 
make one further observation. . 

The bill was worked out, as I have 
stated, by the Joint Committee on In­
ternal Revenue Taxation. Participating 
with the Joint Committee were, of course, 
its own staff, the Treasury staff, and the 
staff of the Bureau of Internal Revenue. 
Five points in connection with the so­
called interim bill, the bill now before 
the ·senate, were agreed upon, so all the 
provisions contained in this bill, after 
the elimination of the amendment to 
which attention has already been di­
rected, had been approved by the Sen­
ate Finance Committee. 

The real purpose of this bill is not to 
affect the ultimate liability of any tax­
payer, but to make funds presently avail­
able to improve and strengthen the cash 
position of individuals and corporations 
engaged in business during the recon­
version period. Businessmen are now 
attempting to reconvert as fast as they 
can secure releases of materials and as 
fast as necessary manpower can be ob­
tained. In order to reconvert they must 
necessarily plan. In order to plan, there 
must be some certainty about when they 
will be able to receive what is already 
provided in existing law by way of re­
funds or other relief. The only change 
in ultimate tax liability is in the case of 
the increase in the specific exemption, 
for excess-profits tax purposes from 
$10,000 to $25,000. 

Permit me to say that consideration 
was given to an increase of the exemp­
tion beyond $25,000. Many members of 
the committee had also given careful 
consideration to the application of this 
particular provision of the bill to 1945 as 
well as 1946. 

Mr. BUCK. Mr. President, will the 
Senator yield? 

Mr. GEORGE. I yield. 
Mr. BUCK. Of course, there was ob­

jection to that, or it would have been 
done. 

Mr. GEORGE. Yes; there were objec­
tions to it. 

Mr. BUCK. Will the Senator state 
what they were, please? 

Mr. GEORGE. I shall be happy to do 
so, and I shall do so as briefly as I can. 

The first and primary objection was 
on the basis of revenue loss. The revenue 

loss for 1945, if the increase in specific 
exemption were made applicable to 1945, 
would amount to $235,000,000. This 
should be compared with the revenue 
loss for 1946 whi((h amounts to $160,000,-
000. Thus, there will be a loss over the 
2 years of approximately $400,000,000. 
The committee reached the conclusion 
that it would not be wise to reduce reve­
nues by taking out of the Treasury 
$400,000,000 at this time, in view of the 
tremendous financial burdens now rest­
ing upon the Government. 

For the taxable year 1943, when the 
specific exemption was $5,000, 68,000 cor­
porations filed returns showing excess­
profits-tax liability. For 1944, when the 
exemption was increased to $10,000, the 
number of corporations liable for excess­
profits taxes was reduced to a total of 
51,000, making a reduction of 17,000. For · 
.the calendar year 1945 the number Of 
corporations liable to excess-profits tax 
is estimated at approximately 45,000. 
For the calendar year 1946 it is estimated 
that under existing law the number ·Of 
corporations liable to excess-profits tax 
will be 31,000. The bill, in increasing the 
specific exemption to $25,000, will reduce 
to 19,000 the number of corporations 
liable to excess-profits tax. Accordingly, 
the bill reduces by 12,000 the number 
of corporations liable for excess-profits 
tax. The relief granted by the bill js, 
therefore, considered to be ample to take 
care of the small corporation. 

Mr. HART. Mr. President, will the 
Senator yield? 

Mr. GEORGE. Mr. President, I 
should like to have the Senator permit 
me to proceed, because the reasons I 
am discussing are among those which 
persuaded the joint committee to vote to 
apply this provision of the bill to the 
period commencing after December 31 
next. 

The bill provides relief for fiscal years 
ending in 1946. If the change is made 
applicable to 1945, the 1945 fiscal years 
of some corporations have already been 
closed and in some instances full pay­
ment of the tax has been made. For ex­
ample, a corporation with a !:.seal year 
ending January 31, 1945, was required 
to file its return on April 15, 1945, one 
with a fiscal year ending the last day 
of February was required to file its re­
turn on May 15, and one with a fiscal 
year ending on March 31, was required to 
file its return on June 15. Furthermore, 
a corporation with a fiscal year ending 
April 30 should have filed its return on 
July 15, 1945. To apply the relief to 
1945 would, therefore, result in an ad­
ministrative burden on the Bureau re­
sulting in some refunds. 

During 1945, most small businesses will 
be engaged in war work or will be pro­
ducing for abnormal war demands. Any 
increase in the specific exemption for 
1945 would be unduly generous while 
production is still primarily geared to 
war needs and Government expenditures 
are continuing at their present high level. 

Also, increasing the specific exemp­
tion for 1945 would result in substantial 
windfalls, because in some cases the 
excess-profits tax has entered into sell­
ing prices and has, therefore, been passed 
on to the consumer for a full one-half 
of the year 1945. 

I think this particular reason was con­
trolling on many Members: For the first ­
part of the year 1945 we were engaged in 
war on two fronts. For at least the 
greater part of 1945, ~nd probably during 
all of 1945, we will be engaged in war on 
one front. Therefore, it would seem un­
wise to make further increases in this 
exemption while the war is going on. 

I ask Senators to give particular atten­
tion to the following statement: Under 
this amendment an established corpo­
ration with a ca{>ital of $500,000 could 
earn 13 percent in 1945 yet would pay no 
excess-profits tax; a corporation with 
$250,000 could earn 18 percent; and a 
$100,000 corporation could earn 33 per­
cent. Therefore, in view of the purpose 
of this bill, it seems that we have dealt 
liberally with the smaller corporations. 
It must always be remembered that the 
excess-profits taxpayer is entitled not 
merely to the specific excess-profits ex­
emption which now is being increased 
by this bill to $25,000 but to the excess- · 
profits credit based either upon his in­
vested capital or upon his prior earnings. 

So, when the two are added, the vast 
majority of what might be called smaller 
coroorations and smaller businessman 
wili not be subject to escape excess­
profits taxes after 1945. The primary 
purpose of the bill is not to affect the 
ultimate liability of the taxpayer, but 
to make presently available to the tax­
payer the benefits already guaranteed 
him under the law, by moving up and 
expediting the payment of those bene­
fits. This, be it always remembered, is 
to enable the American businessman to 
meet the problems of reconversion, to 
get his plant in order, to increase his 
production, and to do so as fast as the 
circumstances will permit. He could not 
claim any equitable right to the can­
cellation of the 1945 excess-profits tax 
liability by the increase in the excess­
profits tax exemption, because the year 
is more than half over, and in most cases 
reconversion is only just starting. 

So we were persuaded that with a deft­
cit now running at the rate of approxi­
mately $45,000,000,000 a year, it would 
not be wise, nor particularly equitable, to 
apply the increased exemption against 
the 1945 taxes. No reduction was made 
in the taxes on individuals or on part­
nerships. 

Mr. AIKEN. Mr. President, will the 
Senator yield? 

Mr. GEORGE. I yield. 
Mr. AIKEN. A day or two ago I re­

ceived a letter in which the writer made 
the statement that this bill granted re­
lief to corporations which was not grant­
ed to individuals engaged in the same 
line of business. I have had no oppor­
tunity at all to look into the matter or 
discuss it with anyone. I ask the Senator 
from Georgia if there are any provisions 
in the bill which grant certain privileges, 
exemptions, 'or reliefs to corporations 
which are not granted to individuals en­
gaged in the same line of business? 

Mr. GEORGE. Individuals do not pay 
excess-profits taxes, and thus the same 
relief could not be applicable to the indi­
vidual who is not liable to excess-profits 
taxes. But an individual engaged in 
business is given the same treatment with 
respect to the amortization of defense 
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facilities, and also for the net loss carry­
over. 

Mr. AIKEN. Then, in the Senator's 
opinion, there is no discrimination such 
as that to which I have referred? 

Mr. GEORGE. No. Of course, the 
individual income-tax payer could, and 
perhaps would, complain that he had not 
been given tax reductions. But the only 
relief which we have given, whicli will 
affect the final and ultimate liability of· 
the taxpayer, is in the case of smaller 
corporations with respect to the excess­
profits tax. 

Mr.- AIKEN. I thank the Senator. I 
have no knowledge on the subject. I am 
merely seeking information. 

Mr. GEORGE. I may say to the Sen­
ator from Vermont that the committee 
will continue its work in connection with 
individual tax relief. Excise taxes and 
other forms of taxes will also be studied. 

Mr. HART. Mr. President, will the 
Senator yield? 

Mr. GEORGE. I yield,. 
Mr. HART. With regard to the four 

stricken paragraphs in section 4, they 
being, as stated, outside the scope and 
purposes of the· pending bill, will the 
Senator explain somewhat more fully 
why they are outside the scope of the 
bill? 

Mr. GEORGE. The provision which I 
have already said was stricken without 
prejudice, and for the purpose of study­
ing in the committee, did affect the tax 
liability of corporations. The commit­
tee -was of the opinion that those para­
graphs were not germane to any one of 
the points on which the joint committee 
had already agreed, in cooperation, as I 
have said with the Treasury, including 
the Bureau of Internal Revenue. Al­
though the other House included the 
provisions to which the Senator is in­
ferring in the bill, the Senate Finance 
Committee, by a divided vote, decided to 
eliminate them. The decision was con­
trolled by the desire to study the ques­
tion and conduct hearings on it inas­
much as it does affect the actual tax lia­
bility of the railroads, and inasmuch as 
it does actually involve the payment out 
of the Treasury of certain sums of money 
by way of refunds. 

There are many aspects of the stricken 
provisions which need further study. 
Some of the important problems are: 

First. The provision is limited to the 
reorganization of railroads in receiver­
ship or under section 77 of the National 
Bankruptcy Act. It provides no relief 
whatever for bus companies, steamship 
companies, and other corporations which 
also lose the benefit of carry-backs and 
carry-overs when a new corporation is 
organized. 

Second. Of the 28 principal railroads 
which have been listed in reorganiza­
tions since 1939, 10 had left receivership 
by the middle of 1945. Of these 10, 
2 reorganized under existing charters, 
and 1 changed its capital structure with­
out reorganization. For reorganized 
companies to benefit from this legislation 
as it affects carry-overs, losses and un­
used credits must have arisen prior to 
reorganization, and such losses and un­
used credits must not have been fully 
absorbed against income of the old com-

pany prior to the completion of the re­
organization. 

Most railroads in receivership had 
unused credits or losses in 1940 and 1941. 
However, most of those losses and un­
used credits were absorbed by the end 
of 1943 or 1944. Therefore, only those 
railroads which were reorganized earlier 
in the war period wou.ld benefit from the 
retroactive aspect of the legislation. 

It is estimated that five of the seven 
remaining companies which have been 
reorganized to date would receive tax 
benefits through 1944 from the carry­
over adjustment amounting to approxi­
mately $8,500,000. Of this amount it is 
estimated that $6,000,000, or approxi­
mately 75 percent, will go to one road. 

The carry-back adjustment will bene­
fit only those companies with income or 
excess-profits taxes immediately prior to 
reorganization, and losses or unused 
credits immediately subsequent thereto. 

The 9 companies completing reorgan-
. ization by the end of 1944 would nat 

benefit from the provision as related to 
carry-backs. The companies coming 
out of reorganization in 1945 could bene­
fit only if they had unused credits in 
1946 or in 1947, assuming retention of 
carry-backs through the latter year. If 
income in 1946 were to decrease 30 per­
cent as compared with 1944, 3 of the 
11 companies in the process of reorgan­
ization would benefit. Most of the other 
5 paying excess-profits taxes in 1944 
would not benefit unless earnings de­
creased at least 50 pc3rcent between these 
2 years. The Government will actually 
~ose $8,500,000 in revenue from the retro­
active effects of these provisions-! refer 
to the provisions as they appeared in the 
House bill-which go back as far as 1939. 

The only other provision in the House 
bill which loses Government revenues, as 
contrasted with moneys which ultimately 
would be paid to the taxpayer, is the 
provision to which I have already re­
ferred raising the excess-profits specific 
exemption from $10,000 to $25,000. 
However, the maximum net benefit to 
any one corporation through increasing 
the specific exemption to $25,000 is less 
than $7,000. Yet, under this railroad 
provision it is estimated that one cor­
poration will receive a tax benefit of ap­
proximately $6,000,000. That is no rea­
son why, if upon a study of the railroad 
provisions they are found to be just, they 
should not be adopted. But under the 
provisions as drawn in the House bill it 
appears that in computing the carry­
overs the new railroad will get the benefit 
of some interest ~ccruing to the old com­
pany, even though it will never be paid. 
This section is intended to take care of 
the new companies. If they organize 
under the old charter they have certain 
benefits in any event. 

I doubt the equity-and this was the 
view of the committee-of allowing a 
deduction for accrued interest in com­
puting the carry-overs when such inter­
est has not and will not be paid. We 
could only ascertain the facts by a hear­
ing, and by a further study of this par­
ticular amendment. 

It is true that some of the railroads 
are required to get new charters under 
some State laws to carry out their plans 

for reorganization. This, however, is 
due to the fact, so far as I know, that 
the railroad company is not able to 
secure the · consent of the stockholders 
of the old railroad, who are frozen out 
under the plan of reorganization. 
Hence the necessity of getting a new 
charter or forming a new company. In 
this respect the railroads are in the same 
predicament with bus companies, steam­
ship companies, and many other corpo­
rations which are required to secure new 
charters. 

Mr. TAFT. Mr. President, will the 
Senator yield? 

Mr. GEORGE. I yield. 
Mr. TAFT. However, the railroads 

which do reorganize are able to reorgan­
ize without a new corporation, and do 
the same thing to their stockholders 
under the laws of their States which 
might be done in forming a new corpo­
ration in other States. 

Mr. GEORGE. That would be true, 
undoubtedly. 

Mr. TAFT. It would be under section 
77 of the Bankruptcy Act. A railroad 
reorganizing under State law does 
exactly the same thing to its stock­
homers and bondholders, which in some 
States can only be done by reorganizing 
and forming a new corporation, as I 
understand. 

Mr. GEORGE. Yes; I think so; and I 
think in some States even the trustees 
can vote. I .grant that what the Senator 
from Ohio says is true, but it has not 
quite the full application that this 
amendment in its broad terms would 
have. 

It is said that the proposed legisla­
tion would put railroads which reorgan­
ize under a new charter on the same 
basis with railroads which reorganize 
under an old charter . . That is the view 
that is expressed by the proponents of 
the amended provision, and, in a large 
and general sense, there is a great deal 
of truth in the statement. But the state­
ment is not entirely accurate under this 
provision as it actually came to the 
Senate from the House. 

A careful examination of the pro­
visions of the amendment will reveal 
that it is only for the purpose of getting 
t~x relief out of the carry-backs and 
carry-overs that the new railroad com­
pany is treated as the old corporation. 
For other purposes of taxation the new 
railroad receives benefits accruing to a 
new corporation. This might result in 
tipping the scales out of balance in favor 
of the new company if the railroad pro­
vision were permitted to remain in the 
bill. 

Fipally, the equities of granting this 
type of relief, particularly with reference 
to the carry-overs, need to be studied, 
for the following reasons: When the 
court, in its receivership prqceeding, ap­
proved the plan of reorganization, it con­
-sidered the value of the then properties 
with reference to the parties concerned. 
It may be possible that if the court had 
contemplated that the new corporation 
would receive the benefit of the carry­
overs from the old railroad, some relief 
might have been accorded to some of the 
junior bondholders, or even stockholders, 
of the old railroad. Losses suffered by 
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the old corporation reduce its assets. 
The val)le of the claim of low-priority 
creditors and shareholders in the old cor­
poration, and their participation in the 
new corporation, is reduced or elimi­
nated. If such losses can be carried over 
and used to reduce losses of the new cor­
poration, a windfall may result to the 
group not bearing the burden of the old 
taxes. 

Mr. President, I wish to repeat that 
many members of the committee were of 
the opinion that this amendment is 
meritorious, at least in part, and we de­
sired to study it, and desired also to 
gather certain information, which we 
could do only through a hearing, before 
we finally committed ourselves to the 
amendment. Those of us who voted to 

, eliminate it, that is, a majority of the 
committee, although by a bare majority, 
I should say in fairness, were at pains 
to include in the report the statement 
that it was eliminated without prejudice, 
and for the purpose of study. Ample 
time is ahead of us to give the relief of 
this character, because this is a relief 
provision which affects the tax liability 
of the taxpayer, and there are hundreds 
of other instances arising under various 
circumstances which are also entitled 
to be considered. Those we eliminated, 
-and we therefore felt that this single 
provision, which affected the liability of 
the taxpayer, although included by the 
House, should be eliminated from the bill, 
without prejudice. 

Mr. MAYBANK. Mr. President-­
Mr. GEORGE. If the Senator from 

South Carolina will permit, I should like 
to have inserted in the RECORD following 
my remarks a brief explanation of sev­
eral provisions of the tax-adjustment 
bill. 

The PRESIDENT pro tempore. Is 
there objection? 

There being no objection, the matter 
was ordered to be printed in the REc­
ORD, as follows: 
SUMMARY EXPLANATION OF THE PROVISIONS OF 

THE TAX ADJUSTMENT BILL OF 1945 

Section 2 increases the specific exemption 
for excess profits taxes from $10,000 to $25,000. 
The full increase applies to taxable y.ears 
beginning after December 31, 1945, and the 
increase is prorated for fiscal years beginning 
in 1945 and ending in 1946. 

Section 3 provides that for taxable years 
beginning after December 31, 1943, the post­
war credit of 10 percent of the excess-profits 
tax shall be deducted in computing the tax 
currently payable; and that postwar refund 
bonds iSsued with respect to 1942 and 1943 
tax liabilities shall be payable on or after 
January 1, 1946. 

The principal effect of section 4 is to add 
two new sections, 3779 and 3780, to the In­
ternal Revenue Code. 

Section 3779 provides that payment of 
taxes for the preceding year may be deferred 
if a corporation expects that operations of 
the current year will result in a net operat­
ing loss or unused excess-profit s credit that 
may be carried back to reduce taxes of a pre­
ceding year. For example, due to cancella­
tion of contracts on July 1, 1945, a corpora­
tion may expect an unused excess profits 
credit which can be carried back to reduce 
the tax liabilit y for 1943 by $100,000. It may 
then apply for an extension of time for pay­
ment of $50,000 of the installment of 1944 
taxes due on September 15, 1945, and $50,000 
of the installment due on December 15, 1945. 

Section 3780 provides that after filing a 
return for the year of a net operating loss 
or an unused excess-profits credit, the tax­
payer may file an application for the prompt 
adjustment of the tax liabilities for pre­
vious years affected by the carry-back of such 
a loss or unused credit. For example, when 
the corporation previously referred to files 
its returns for 1945 on or about March 15, 
1946, the indicated carry-back may result in 
a reduction of the 1943 tax liability by $120,-
000. Under new section 3780 the Commis­
sioner would apply $100,000 against the 1944 
taxes, payment of which was deferred, and 
refund or credit the balance of $20,000 to 
the taxpayer within 90 days. An individual 
filing a return for 1945 or 1946 which shows 
a net operating loss from his business might 
similarly obtain a. prompt refund of 1943 
or 1944 taxes attributable to the carry-back 
of the net operating loss. 

The provisions of the new sections of the 
code relate to losses or unused credits antic­
ipated or arising in taxable years ending on 
or after September 30, 1945. 

Section 5 relaxes certain restrictions upon 
the allowance of refunds or the assessment 
of deficiencies resulting from the carry-back 
of a net operating loss or unused excess­
profits credit. The time for making such 
adjustments for a year to which such carry­
back applies, say 1943, is extended to con­
form to the period during which such adjust­
ments might be made for the year, say 1945, 
in which the carry-back arises. 

Section 6 makes certain adjustments with 
respect to interest so that, in general, in­
terest computations will not be necessary in 
the case of prompt refunds due to carry­
backs, and so that interest charges in con­
nection with tax adjustments due to carry­
backs will be made on a comparable basis 
for the taxpayer and the Government. 

Section 7 provides for the prompt refund 
or credit of overpayments of taxes of prior 
years due to the recomputation of deductions 
for amortization of emergency facilities. 
Ordinarily, the cost of an emergency facility 
supplied by the taxpayer .may be amortized 
over a 5-year period. But this period will 
be shortened, with consequent larger 
amortization deductions and reduced taxes 
for prior years, if the facility is no longer 
necessary for national defense. Refunds 
attributable to such a shortened amortiza­
tion period are to be made within 90 days 
after an application for a preaudit adjust­
ment is filed. 

Mr. MAYBANK. Mr. President, will 
the distinguished Senator from Georgia 
yield to me? 

Mr. GEORGE. I yield. 
Mr. MA YBANK. Some time last week 

I made a short statement in connection 
with the subject of the large number of 
aliens now present in this country, who 
were paying no taxes. They apparently 
are here on visitors' visas. Since that 
time I have been privileged to discuss the 
matter with many individuals, and also 
with the distinguished chairman of the 
Finance Committee. 

Today there appeared an excellent ar­
ticle by Henry J. Taylor, a special writer • 
for Scripps-Howard, the substance of 
which is that some 250,000 European 
nonresident aliens here made approxi­
mately $800,000,000 in profit on the New 
-York Stock Exchange and in other mar,.. 
kets throughout the country. 

There also appeared in the Scripps­
Howard newspapers a most excellent edi­
torial which in substance stated that 
some of these refugees are not poor. 

I understand from the distinguished 
chairman of . the Finance Committee 

that perhaps some additional tax bills 
will be presented before the Senate ad­
journs for the summer. I also under­
stand from him that the Treasury De­
partment and others are giving con­
siderable attention and thought to this 
problem; I might say this most serious 
problem. ' 

Mr. President, I ask unanimous con­
sent •that the article and the editorial 
may be printed at this point in the 
RECORD. 

There being no objection, the article 
and editorial were ordered to be printed 
in the RECORD, as follows: 

ALIENS CLEAN UP PROFITS AND PAY NO TAXES 

(By Henry J. Taylor) 
NEW YORK, July 19.-About 250,000 Euro­

pean nonresident aliens here, most of whom 
live in New York, recently have taken some 
$800,000,000 in profits from our security mar­
kets without paying any taxes t:> the United 
States. · 

In their New York Stock Exchange opera­
tions alone (to say nothing of real estate 
investments, commodity speculations or 
private side-deals) the estimated loss in 
Treasury income is about $200,000,000. 

Strictly speaking, their methods may not 
have been illegal, but the whole status of 
nonresident alien tax exemptions is due for 
a review. 

In passing the 1936 Revenue Act, Congress 
left a big loophole. In section 211 (b) of 
the Internal Revenue Code, Congress ex­
empted nonresident aliens, not engaged in 
business here, from the capital-gains tax. 

The tax which Americans pay on the net 
gain realized on the sale of property ranges 
from 25 percent on profits obtained after 6 
months ownership, to 80 or 90 percent on 
short-term transactions in top income 
brackets. 

Resident aliens or nonresident aliens 
known to be engaged in business here are 
taxed at the same rate. But noncitizen 
viSitors, here for a short stay on a visitor's 
permit were presumed by Congress to be pay­
ing taxes in their own countries on any 
American profits. They were exempted 
partly as relief from double taxation, but 
specifically on the assumption that they were 
not to engage in business here. The 1936 
act regarded them as transients in America 
for study, travel, medical care or such pur­
poses "not engaged in trade or business in 
the United States and not having a place 
of business therein." Subject to this and 
other provisions, the act says they "need not 
make a tax return on any capital gains, 
whether on a turn-over in 6 months or 
longer." 

Americans abroad were given similar re• 
ciprocal exemptions by several countries, 
notably England and France. The eifect, 
however, has mounted to a major scandal. 

Living in hotel suites and in other ways 
avoiding the appearance of engaging in busi­
ness, nonresident aliens and refugees have 
found that they could go into almost any 
commodity exchange house, jewelry commis- · 
sian merchant's establishment, real estate 
concern, or New York broker's office, present 
their visitor's card and visa, give their resi­
dence as Rio, Cairo, or Mexico City (three 
favorites), and avoid all tax payments to the 
United States. More than 250,000 of them 
have profited thiS way on the New York Stock 
Exchange alone. 

Among six important stock brokerage firms 
here, I found that more than 25,000 nonresi­
dent aliens from Germany, France, the Neth­
erlands, Czechoslovakia, Switzerland, and 
Scandanavia opened brokerage accounts run­
ning from a few thousand to $3,000,000, the 
last sum deposited by a group of visitors 
from Amsterdam who have been here since 
1939. 
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"The heaviest traders we have," one broker 

reports, "are rich Swiss. They cleaned up 
in the shipping shares: Now they are buying 
anything having to do with electronics." 

SOME REFUGEES AREN'T POOR 

You may have been interested in the dis­
patch from New York by Henry J. Taylor, 
telling how nonresident aliens have taken an 
estimated $800,000,000 in tax-free profits out 
of stock-market transactions, to say nothing 
of their real estate deals. · 

Our immigrant laws are purposefully 
lenient to provide asylum for political ref­
ugees, permitting them to come into our 
country on visitors' visas. The average po­
litical refugee is npt wealthy. But some of 
them, according to Mr. Taylor's findings, are 
more than well off, and many have made a 
killing in our boom markets and have had a 
free ride from the tax viewpoint. 

We have no reason to be angry with our 
alien visitors. They don't write our tax laws. 
Congress does that. They don't interpret 
and apply our tax laws. The Bureau of In­
ternal Revenue does that. The present law, 
with the loophole through which aliens have 
operated, was enacted in the piping peace­
times of 1936·. Aliens here on temporary 
visas were presumed to be taxed by their 
own governments, and Congress gave them 
relief from double taxation, partly because 
that was the fair thing to do and partly to 
encourage other governments to stop the 
double taxation of Americans temporarily 
residing ln their lands. 

It was a good enough law for peacetime. 
But with the war in Europe, many of our 
alien visitors couldn't go home, and thou­
sands more came over here and stayed. Their 
governments were - overthrown and couldn't 
tax their incomes here. And our Congress 
was too busy with the war, or too uncon­
cerned; to change the law to fit changed 
conditions. 

Congress should change the law to re­
capture a fair share of those profits. But 
apparently Congress is still too unconcerned. 
The House of Representatives at least is 
getting ready for a long vacation. If there 
is to be no change in the law, we hope at 
least the Internal Revenue Bureau will apply 
the strictest possible interpretation to the 
present tax laws to get as much revenue as 
possible before the visitors who have been 
so long with us depart for their homelands. 

Our Government needs revenue. 

Mr. MAYBANK. Mr. President, I 
should like to ask the distinguished 
chairman of the Finance Committee to 
give his opinion as to what might pos­
sibly be done in this connection. The 
taxpayers of the United States have a 
great interest in the matter. Two hun­
dred and fifty thousand nonresident 
alk!ns are making $800,000,000 in profits. 

Mr. McMAHON. Mr. President, in 
view of the question raised by the Sen­
ator from South Carolina it perhaps 
would not be amiss for me to say a few 
words on this subject, since it is a matter 
I have been working on for some time. 
I became conscious last spring of the 
fact that this-great body of refugees who 
came here back in 1939 and 1940 had 
been and were making great speculative 
profits in the way of capital gains. 

Mr. MA YBANK. Mr. President, will 
the Senator yield? 

Mr. McMAHON. Yes. 
Mr. MAYBANK. The immigration 

authorities tell me that some came in 
1942, 1943, and some even in 1944. 

Mr. McMAHON. I presume they have 
been coming in since 1939. 

Mr. MAYBANK. On special plane and 
ship priorities. 

Mr. McMAHON. In any event we are 
glad that these people were able to ob­
tain refuge here. But I could see no rea­
son based in justice why they should be 
permitted to malce these gains and not 
pay the taxes the American citizen was 
paying. Apparently these people are get­
ting ready to go back now to Europe, to 
Switzerland, and to other countries of 
the world, with these profits they have 
made, without paying tax on them. It 
was because of that situation that I re­
quested Mr. GEELAN, one of the Repre­
sentatives f:'."om Connecticut, to intro­
duce in the House a bill to amend section 
211 (b) of the Internal Revenue Code, 
which would provide that these people 
should be taxed as American citizens are 
taxed. 

As the result of the introduction of the 
bill the Treasury Department took cog­
nizance of the matter, and I held several 
conferences with the General Counsel of 
the Treasury, and Mr. Starn, the able tax 
counsel to the Finance Committee, and 
with the distinguished chairman of the 
Finance Commitee, the Senator from 
Georgia. It was finally determined by 
the Bureau of Internal Revenue that they 
had not been interpreting correctly what 
constituted a resident and what consti­
tuted a nonresident. I am happy to tell 
the Senator from South Carolina that 
under the new regulations which have 
been issued by the General Counsel of 
the Treasury Department and under the 
new instructions which have gone out 
to the collectors of internal revenue, 
this situation can be corrected providing 
the new interpretation of what consti­
tutes a resident and what constitutes a 
nonresident is followed. 

The Treasury Department mider re­
lease of June 28-and I am glad that they 
finally got around to doing it-stated: 

Noting that the income tax laws exempt 
nonresident aliens not engaged in a trade 
or business in the United States from taxa­
t ion on profits from transactions · upon se­
curities or commodities exchanges, the Com­
missioner directed careful scrutiny of claims 
for such exemptions. • • • 

Aliens in this country who are classified 
as "resident aliens" are subject to the same 
taxes as citizen of the United States. Under 
the tax laws, an alien may be regarded as a 
"resident" of the United States even though 
he intends to return to his own country. The 
classification of "nonresident alien" is limit­
ed primarily to transients who are in the 
United States only for a very brief or fixed 
period of time. 

In order to establish exemption, a non­
resident alien must also show that he was not 
engaged in a trade or business in this country. 
Therefore, the exemption cannot ordinarily 
be allowed to an alien who has, while in the 
United States, earned compensation for per­
sonal services, participated in commercial or 
industrial activities, or bought and sold 
property. 

So I think I can inform the Senator 
from South Carolina that, due to the new 
interpretation by the Treasury of what 
has been the law, an improvement can 
be looked for and that these people will 
be taxed. 

Mr. MAYBANK. Mr. President, will 
the Senator again yield? 

Mr. Mc;L\{AHON. I yield. 

Mr. MA YBANK. I had the privilege 
of discussing with the distinguished Sen­
ator from Connecticut the matt.er to 
which he has just referred. I certainly 
want to commend him for his interest 
and for his ability in keeping after the 
Treasury Department. But is it not the 
opinion of the Senator from Connecticut 
that we should have even additional 
legislation to make certain that these 
aliens who are here, many of whom are 
making fortunes, who came here on 
plane and ship priorities, shall not be 
permitted to make those fortunes and 
carry them away from the shores of 
America without being taxed on them, 
while our people are cal1ed upon to pay 
taxes in every form? Does the Senator 
not believe that there should be addi­
tional legislation enacted? 
· Mr. McMAHON. I was inclined to 

feel that perhaps the importance of the 
subject was such as to warrant the con­
sideration of an amendment defining 
what constituted a resident and what 
constituted a nonresident which would 
be binding not only upon .the Bureau of 
Internal Revenue but upon the courts. 
But I will say to the Senator that after 
studying very carefully this document 
which comes from the Treasury Depart­
ment I am not prepared to say that the 
situation has not been taken care of. I 
would appreciate it if the Senator, who 
is interested in the subject, would study 
it over the week end. I understand 
there are a couple of other minor tax 
bills which are coming up next week. If 
the Senator concludes that the subject is 
not sufficiently covered, I shall be glad 
to join with him in an amendment posi­
tively to remove all doubt on the subject. 

Mr. MAYBANK. Mr. President, I 
want to thank the Senator from Connec­
ticut. My only thought is to remove all 
doubt, as the Senator has suggested, not 
only from the Treasury Department, the 
Internal Revenue Bureau, but from the 
courts themselves, because it seems to 
me that in these times when heavy taxes 
are laid upon our own people,- certainly 
no one should be in the United States 
as a visitor on a visitor's passport, 
making huge sums of money, and taking 
them away without being taxed on them. 

Mr. McMAHON. I may say to the 
Senator from South Carolina that there 
has been some effort, in discussions on 
this subject which I have seen, to indi­
cate that certain people from certain 
countries are involved in this scheme. 
So far as I know it is not confined to any 
one class or any one race or any one 
religion. It seems to be general, and 
these refugees, all of them, seem to have 
taken advantage of the situation. I may 
say particularly the Swiss seem to have 
taken advantage of this interpretation 
by the Bureau of Internal Revenue, which 
has now been changed. 

Mr. MAYBANK. Mr. President, will 
the Senator again yield? 

Mr. McMAHON. I yield. 
Mr. MA YBANK. I should like to say 

that that was the substance of the ex­
cellent editorial which I asked unani­
mous consent to have printed in the 
RECORD--the fact of the taking advan.: 
tage of what was perhaps a defect -in 
the law. 
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Mr. McMAHON. I do not think it 
was so much a matter of a defect in the 
law as it was the interpretation of it by 
the Treasury Department. 

Mr. MA YBANK. I thank the Sena­
tor. 

Mr. McMAHON. I should like to have 
the S8nator himself examine it, to see 
whether he is satisfied, as I am at this 
point, that the matter has been taken 
care of, and that the interpretation now 
placed upon the law by the Treasury 
Department as a result of the introduc­
tion of this bill is a correct one. 

Mr. LANGER. Mr. President, will the 
Senator yield? · 
. Mr. McMAHON. I yield. 

Mr. LANGER. When .the article first 
appeared in the newspapers 2 months 
ago with regard to the $800,000 ,000 being 
taken out by refugees, I took it up with 
the Assistant Secretary of the Treasury. 
Und8rthe ruling which the distinguished 
Senator just read, it is very doubtful 
whether money made in past years, in 
the years 1941, 19-42, and 1943, is covered, 
or whether only future income will be 
affected. If there is any way we can 
get the money which these refugees have 
made s!nce ·the war started, we want to 
be certain to get it. 

Mr. McMAHON. The tax would un­
doubtedly apply, under the present in­
terpretation of the Bureau of Internal 
Revenue, when the gain was made. If 
the alien came here in 1939, 1940, or 
1941, under the interpretation of the 
Treasury Department, his returns can 
now be reexamined, the tax can be as­
sessed, and he cannot get clearance to go 
back to Europe until he pays the tax. 

Mr. LANGER. Some of these refugees 
did not make any income-tax returns. 
They said they were not citizens or resi­
dents here. 

Mr. McMAHON. I will say to the 
Senator from North Dakota that, as I 
understand the revenue laws, they are 
required to file returns. 

Mr. LANGER. I understand. 
Mr. McMAHON. Of course, many 

Americans do not file returns. How­
ever, the Bureau of Internal Revenue, 
with its greatly augmented force, is 
making a drive on all these people, and 
I am informed that within the past few 
weeks it ha,s done very well in bringing 
large amounts of money into the Treas­
ury Department. 

Mr. LANGER. When I discussed this 
matter a little over a month ago, I was 
informed by the Assistant Secretary that 
the Treasury Department was satisfied 
that hundreds of them did not make re­
turns, feeling that they had a right not 
to do so. Has the Senator since dis­
cussed the question with the Treasury 
Department? 

Mr. McMAHON. I ha~e. I ask that 
the Treasury release on the subject be 
placed in the record following my re­
marks. It is quite lengthy, and I shall 
not detain the Senate at this hour to 
read it, but I should like to have the 
Senator read the release and the inter­
pretation. 
. There being no objection, the release 

was ordered to be printed ·in the RECORD, 
as follows: 

TREASURY DEPARTMENT, 
BUREAU OF INTERNAL REVENUE, 

Washington, June 28, 1945. 
Joseph D. Nunan, Jr., Commissioner of 

Internal Revenue, today directed field offices 
of the Bureau of Internal Revenue to give 
special attention to the tax problems of alien 
war refugees living in the United St ates, to 
assure fail and proper taxation of the in­
come, if any, of such individuals. 

Noting that the income-tax laws exempt 
nonresident aliens not engaged in a trade or 
business in the United States from t axation 
on profits from transactions upon securities 
or commodities exchanges, the Commissioner 
directed careful scrutiny of claims for such 
exemptions. Before allowing such exemp­
tions, proof will be required that the in­
d ividuals concerned were not, in fact, resi­
dents of the United St ates and were not 
engaged in a trade or business in this coun­
try. 

Aliens in this country who are classified 
as "resident aliens" ar·e subject to the same 
taxes as citizens of the United States. Un­
der the tax laws, an alien may be regarded 
as a "resident" of the United States even 
though he in tends to return to his own 
country. The classification of "nonresident 
alien" is limited primarily to transients who 
are in the United Staes only for a very brief 
or fixed period of time·. 

In order to establish exemption, a non­
resident alien must also show that he was 
not engaged in a trade or business in this 
country. Therefore, the exemption cannot 
ordinarily be allowed to an alien who has, 
while in the United States, earned compen­
sation for personal services, participated in 
commercial or industrial activities, of bought 
and sold property. 

Aliens who desire to clarify the status of 
securities or commodity transactions which 
they have not reported in United States 
income-tax returns for years subsequent to 
January, 1, 1940, should consult the internal 
revenue agent-in-charge or the collector of 
internal revenue in the local district in 
which they reside. Such interviews are ad­
vised particularly in the case of aliens plan­
ning to return to foreign countries, inas­
much as they are required to obtain tax­
clearance certificates before departing. 

TREASURY DEPARTMENT, 
OFFICE OF COMMISSIONER OF 

INTERNAL REVENUE, 
Washington, D. C., June 27, 1945. 

TAXATION OF ALmNS DERIVING INCOl.\!E FROM 
TRANSACTIONS ON THE STOCK MARKET, FROM 
THE SALE OF SECURITms, FROM DEALINGS IN 
COMMOl>ITIES, AND FROM OTHER SOURCES 
WITHIN THE UNITED STATES 

Collectors of Internal Revenue, Internal Reve­
nue Agents in Charge, Heads of Field 
Divisions oj the Technical Staff, and 
Others Concerned: 

1. The Bureau . has under consideration 
the question of the taxation of capital gains, 
profits, and other income derived from 
~ources . 'Yithin the United · States by aliens 
who have left their country of origin, espe­
cially in Europe, on account of war condi­
tions and who during their stay in the 
United States have accumulated considerable 
income as the result of transactions in the 
stock naarket and on the commodity ex­
changes. Attention is invited to the fact 
that aliens for Federal income-tax ·purposes 
fall within the following general classes: ( 1) 
nonresident aliens not engaged in trade or 
business within the United States who are 
taxed only on fixed or determinable annual 
or periodical income; (2) nonresident aliens 
not engaged in trade or business within the 
United States whose fixed or determinable 
~nnual or periocUcal ~nco.me . exceeds $15,400; · 
(3) ·nonresident aliens engaged in trade or 
business within the United States; (4) resi­
dent aliens. 

2. Very little difficulty is encountered in 
connection with t h e collection of income tax 
with respect to the first class. Such aliens 
are taxable under section 211 (a) of the 
Internal Revenue Code at the rate of 30 per­
cent, and the entire amount of tax is, in 
genet;al, required to be withheld at the source 
under section 143 (b) of the Internal Reve­
nue Code. Wit h respect to the second class, 
although a tax rate of 30 percent is required 
to be withheld at the source from their fixed 
or determinable annua.l or periodical income, 
they are also subject t o sur tax and ret urns 
are required to be filed by the individuals in 
such cases on Form 1040NB (a), account ing 
for the balance of the tax. With respect to 
t h ose individuals engaged in trade or busi­
ness y.>ithin the United States, such aliens 
are subject to tax on their entire income from 
sources within the United St ates, including 
capital gains. However, as provided in sec­
tion 211 (b) of the Internal Revenue Code 
the phrase "engaged in trade or business 
within the Urtited States" does not include 
the effecting, through a resident brolter, com­
mission agent, or custodian, of transactions 
in the United States in commodities, or in 
stocks or securities. It follows that a non­
resident alien, not otherwise engaged in trade 
or business in the United States, would not 
be subject to tax on capital gains merely by 
reason of such transactions in commodities 
or stocks or securities. Special attention 
should, however, be given to the cases of 
alien~ who derive profits from these trans­
actions and who claim to be nonresident 
aliens not engaged in trade or business with­
in the United States. In this connection 
it should be pointed out that the term "en­
gaged in trade or business within the United 
States" includes the performance of personal 
service within the United States at any time 
within the taxable year as specifically pro­
vided by section 211 (b) of the code. It 
follows, therefore, that if any of the. aliens 
of this class perform personal services in the 
United States at any time during the taxable 
year they would be subject to tax on their 
entire income derived from sources within 
the United States, including capital gains. 
However, certain other activities such as the 
buying and selling of personal or real prop­
erty, on the alien's own behalf or on behalf 
of others, would ordinarily constitute en­
gaging in trade or business. In the investi­
gation of the tax liability of any nonresident 
alien claiming not to be engaged in trade 
or business within the United States par­
ticular attention should, therefore, be given 
to such activities of the alien. 

3. The most important class of aliens with 
whom the Bureau is concerned are those who, 
having realized · profitE on securities trans­
actions or otherwise, claim to be nonresidents 
of the United States and have thus failed to 
file proper income tax returns even though 
they are in fact residents of the United 
States. In connection with the general 
question as to what constitutes residence .in 
the United States it should be borne in mind 
that residence is a mixed question of law 
and fact and the element of intention · is 
one of primary importance. The Federal in­
come tax laws have been uniform in levy­
ing a tax on the entire income of aliens, i! 
resident in the United States, and residence 
has been construed by the Bureau in all rul­
ings as somethin'g which may be less than 
domicile. (Bowring v. Bowers (24 F. (2d) 
918) .) In other words, residence, although 
used as the equivalent of domicile in connec­
tion with probat"e matters, succession taxes, 
and inheritance taxes, as well as the estate 
tax law, is not necessarily the same as· domi:.. 
cUe for Federal income tax purposes. It is 
stated in section 29.211-2 of regulations 111 
that an alien ·actually present in the United 
States who is not a mere transient or sojourn­
er is a resident of the United States for the 
purposes of the income tax. It is also stated 
in that section that if he lives in the United 
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States and has no definite intention as to his 
stay, he is a resident. Furthermore, one who 
comes to the United St ates for a definite pur­
pose which in its nature may be promptly 
accomplished is a transient; but if his pur­
pose is of such a nature that an extended 
stay may be necessary for its accomplishment, 
and t cr that end the alien makes his home 
temporarily in the United States, he becomes 
a resident, though it may be his intention 
at all times to -return to his domicile abroad 
when the purpose for which he came has been 
consu mmated or abandoned. These provi­
sions of the regulations, it is thought, will 
cover m any cases of aliens who, by reasons of 
conditions stemming from the war, have 
come to the United States. 
· 4. Att ention is invited to the last sentence 
of section 29.211- 2, Regulations 111, which 
states that an alien whose stay in the United 
States is limited to a definite period by im­
migration laws is not a resid~nt of the United 
States within the meaning of that section, 
in the absence of exceptional circumstances. 
The general rule adopted by the Bureau is 
that the type of visa issued is only one of 
elements entering into the classification 
of the alien as a resident or nonresident. It 
is believed that there are many cases now 
which will come under the phrase "in the 
absence of exceptional circums'tances" be­
cause of the fact that many visitors' permits, 
or temporary visas, were issued to aliens who 
desired merely to get out of tho war-torn 
country under any conditions and under any 
passport or visa so long as they reached the 
shores of the United States. For example, 
while the vast majority of such aliens 
originally entered the United States on tem­
porary permits, numerous extensions of 
such permits have been applied for and 
granted and a great number of applications 
have been made by such aliens to enter a 
third country in order to qualify for reentry 
to the United States on immigrants' visas, 
thus indicating an intention to become resi­
dents of the United States even though such 

, immigrant s' visas may not have been granted. 
On the other hand the possession of an 
immigrant's visa by an alien, upon his in­
itial entrance into the United States, is not 
conclusive of his classificatiiJn as a resident 
of this country. Those aliens, therefore, who 
are properly classified as residents within the 
meaning.of the regulations referred to above 
and under the general rules of law relating 
to what constitutes residence, should in every 
case be required to file returns on Form 1040 
accounting for income from all sources, both 
within and without the United States, in­
cluding capital gains. Furthermore, all non­
resident aliens who are physically present in 
the United States and who have been en­
gaged in trade or business within this coun­
tl'y at any time during the taxable year 
should file complete returns on Form 1040B, 
ac·eounting for their entire income from 
so\Jrces within this country, including capital 
galls. 

b. In view of what has been said above 
the field officers of the Bureau are requested 
to take prompt action and set up tne neces­
sary procedure for the purpose of investi­
gating those cases where it is evident that 
the aliens have made gains from dealings 
in stoclts, securities, commodities, and sim­
ilar transactions, to the end that aliens 
engaged in trade or business within the 
United States, and those who are resident 
aliens, may be properly taxed on such cap­
ital gains and that only nonresident aliens 
not engaged in trade or business within the 
United States shall be relieved of taxation 
in this respect, as provided by sections 211 
(ai and 211 (c) of the Internal Revenue 
Code. 

6. In connection with the examination of 
aliens information should be obtained re­
garding (a) date of arrival in the United 
States; (b) whether members of the alien's 
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family accompanied him; (c) type of visa. 
or permit issued to him; (d) reasons for 
coming to the United States; (e) whether 
the alien registered under the Selective Serv­
ice ' Act; (f) what funds, securities, or oth"'r 
personal property were brought into the 
United States by the alien or transferred 
to his account, or held for his benefit directly 
or indirect ly through nominees or otherwise, 
prior to or after his arrival; g) whether 
he performed personal services or engaged 
in any other business activities within the 
United States; (h) complete disclosure as 
to capital gains from dealings in securities 
or commodities; (i) whether he owns any 
real estat e in the United States in his own 
name or in the name of a nominee; (j) 
if the alien entered the United States on a 
temporary permit how many times has It 
been renewed; and (k) has the alien ap­
plied for or been granted an immigration 
visa or otherwise declared his desire or in­
tention to reside in the United States. 

7. I. T. 3386 (C. B. 1940-1, 66) holding 
that a subject of a foreign country who 
entered the United States on a temporary 
visa which had been renewed from time to 
time during continuance of the war, has the 
status of a nonresident alien, is modified 
to accord with the foregoing principles. 

Correspondence relating to this mimeo­
graph should refer to its number and the 
symbols IT:P. 

JOSEPH D. NuNAN, Jr., 
Commissioner. 

Mr. JOHNSON of Colorado·. Mr. 
President, I rise to discuss the commit­
tee amendment to delete certain parts 
of House bill 3633, namely, the railroad 
reorganization provisions. 

Ar; the chairman has stated, this ques­
tion was decided in committee by a very 
close vote-! think perhaps by a ma­
jority of. one. 1 gave notice in the com­
mittee that I would be compelled to op­
pose the action of the majority in delet­
ing these provisions. 

For 4 days we have been listening to 
oratory on the floor of the Senate about 
stabilizing the world. We are going to 
stabilize Siam, Abysstnia, Iran, and Iraq, 
to say nothing of Italy, England, Russia, 
and all the rest of the world, but when it 
comes to a little matter of stabilizing 
railroads in receivership in the United 
States, we hold back and say, "Nothing 
doing." We vote billions without hesi­
tation for the stabilization of far-away 
countries, but when it comes to railroads 
in this country trying to get out of re­
ceivership, we say, "You cannot pass this 
way. You must stay in receivership." 
That is what the committee amendment 
does. It keeps railroads in receivership. 
During the depression railroads repre­
senting one-third of the railroad mileage 
in this country went into receivership. 
Some of those roads have since reor­
ganized and come out of receivership, 
but there are 19 roads-and not unim­
portant roads-still in receivership, and 
because the Congress does not enact a 
provision such as that contained in this 
tax bill, those railroads are not permitted 
to come out of receivership, or if they do 
come out, they do so at a great loss. 

The objective of the provision included 
in the bill by the House was to enable 
railroads to come out of receivership. I 
know that it is said that this is something 
new and that it should be given a great 
deal more study. However, I recall that 

the very provision contained in this bill 
was passed by the Senate in 1943 or 1944, 
went to conference, and was deleted in 
conference. Then the House, in this bill, 
restored the provision. 

Mr. GEORGE. Mr. President, will the 
Senator yield? 

Mr. JOHNSON of Colorado. I yield. 
Mr. GEORGE. I call the Senator's at­

tention to the fact that the amendment 
which was carried to conference in 1943 
was much more limited than the present 
provision. 

Mr. JOHNSON of Colorado. Perhaps 
it was not exactly the same, but it was 
very close to it. It had the same pur­
poses and objectives. 

The present provision was adopted by 
the House the other day. I looked up 
the Journal, and I noticed that it passed 
the House by a vote of 246 to 91. It was 
debated at length. 

As we all know, there is not supposed 
to be a quorum present in the House. It 
is admitted by everyone that this is an 
emergency ·tax measure and that it 
should be enacted without delay. Yet 
the S~nate Committee on Finance has 
reported an amendment striking out cer­
tain provisions. The amendment rriust 
go to the House. I do not know whether 
that means that the bill will not be 
enacted into law until late October or 
November, when the House returns from 
its vacation. However, it seems to me 
that this provision does not enable any 
railroad in receivership to do anything 
which railroads not in receivership are 
not now able to do as a matter of right. 

For example, if railroad A has never 
been in receivership, it is entitled to the 
benefits of the carry-back and carry­
over provision; but if a railroad is in re­
ceivership, and if it must have a ne~ 
charter, if it is not organized Ul,lder the 
laws of certain States of the Union-I be­
lieve those States are Delaware, Illinois, 
and Wisconsin-if it is reorganized and 
must have a new charter, it is not entitled 
to the benefits of the carry-over or carry­
back provisions. 

The present situation results in rank 
discrimination. The amendment re­
ported by the Committee on Finance 
would keep railroads in receivership. It 
is said that the House provision would 
cost the Treasury something. · I believe 
that it would make money for the Treas­
ury, because the railroads which are in 
receivership receive a credit on their tax 
bill for the interest due their bondhold­
ers, and for their debts. Whether they 
pay those deb'ts or not, the Treasury gives 
them a credit. Of course, that results in 
a loss to the Treasury. 

For the life of me I cannot understand 
why the Treasury is so anxious to keep 
railroads in receivedhip. Why not get 
them out? Why not get them on a solid, 
sound, and firm b~sis of operation, so 
that they can do their part in the econ­
omy of this country and render the serv­
ice which they are organized to render? 
The Treasury says that we must keep 
them in receivership. It provides an in­
centive to keep them in receivership. 

Why are they in receivership? They 
are in receivership because during the 
period of frenzied finance, the days when 
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watering stock was a common practice 
among high financiers, these railroads 
put water in their stock. They have 
debts which never can be paid, which 
they never can meet. They have issued 
stock which is worthless. So they go into 
receivership. When they come out of 
receivership they find that because they 
have eliminated their bad debts and 
worthless stock and have placed them­
selves on a sound financial basis, they 
must have new charters, according to the 
laws of some of the States. Because they 
must have new charters, the Treasury 
Department in this way will not permit 
them to come out of receivership. 

Mr. CAPEHART. Mr. President, will 
the Senator yield? · 

Mr. JOHNSON of Colorado. I am glad 
to yield. 

Mr. CAPEHART. What is the position 
of the Treasury in refusing to allow them 
to come out of receivership, and what 
does the Treasury Department hope to 
gain? 

Mr. JOIL.~SON of Colorado. I cannot 
under stand the logic of the Treasury 
Department's position. However, I un­
derstand that the Treasury's position 
is that the railroads that are in re~eiver­
ship are not entitled to the carry-over 
and carry-back provisions of the tax 
laws. The Treasury takes the position 
that if those railroads remain in re­
ceivership they are entitled to the bene­
fits of those provisions, that so long as 
they remain in receivership they will re­
ceive those benefits, or that if they never 
went into receivership they could re­
ceive the benefits, or that if they can 
come out of receivership and do not have 
to write a new charter they can receive 
the benefits. But the Treasury takes 
the position that if they have to write a 
new charter when they write off their 
bad debts and their bad stock, they may 
not receive the benefits of those provi­
sions. 

Mr. CAPEHART. Is the excuse that 
there will be a loss of revenue? 

Mr. JOHNSON of Colorado. The 
Treasury's excuse is that there will be a 
loss of revenue. But I cannot believe 
that will be true, because we know that 
a going concern will pay more taxes than 
a firm in a receivership will pay. As 
every businessman knows, there is noth­
ing quite so expensive as operating a 
business ·in receivership. Being in re­
ceivership is an unfortunate situation; 
when a company has many debts against 
it, the bad stock with which it has to 
contend, the claims filed against it, and 
court expenses, receivership operation is 
expensive; and certainly the losses will 
b€ very great and the gains will be very 
small in that sort of situation. 

Mr. CAPEHART. Mr. President, will 
the Senator further yield? 

Mr. JOHNSON of Colorado. I yield. 
Mr. CAPEHART. I do not think there 

is anything I can add to what the Sena­
tor from Colorado has just stated, ex­
cept perhaps one or two brief comments. 

Mr. ·LANGER. Mr. President, will the 
Senator yield? 

Mr. JOHNSON of Colorado. I am 
glad to yield the floor; but if the Senator 
from North Dakota wishes to ask a ques­
tion or make a brief comment, I will 
yield to him at this time. 

Mr. LANGER. ·Mr. President, I mere­
ly wish to say that the reason given for 
the insolvency of some of the railroads 
is not the only reason. All over the West 
there were 9 years of drought. I know of 
one railroad which, on a 700-mile line, 
hauled only one carload of wheat during 
that period. Some of those railroads are 
very_ much interested in this matter. 
Some · of them are in the hands of re­
ceivers. A number of them have sent 
telegrams to me in which they have 
pleaded that the measure which has been 
mentioned by the Senator from Colorado 
be enacted. 

A few moments ago, in dJscussing this 
matter with the Senator from Vermont, 
he handed me a telegram which in many 
respects is similar to the telegrams I have 
received from North Dakota. His tele­
gram reads as follows: 

RUTLAND, VT., July 14, 1945. 
GEORGE D. AIKEN, 

United States Senator, State of Vermont: 
The Rutland Railroad is in the process of 

reorganization and vitally interested 1n pro-
. visions bill H. R. 3633. We sincerely hope . 
that you will support provision which re­
moves a discrimination and inequality re 
treatment of reorganizations and that such 
provision be retained in bill. · 

W. E. NAVIN, 
Trustee, Rutland Railroad. 

Mr. President, that railroad is in the 
same shape that railroads in North Da­
kota, South Dakota, and in some other 
States are in. 

If it is in order, I now move that the 
part of the bill which was disapproved 
by the committee be reinserted. 

The PRESIDENT pro tempore. Such 
a motion is not in order. 

The question is on agreeing to the 
amendment of the committee. · 

Mr. CAPEHART. Mr. President, a 
moment ago I said that I did not think 
there was very much I could add to what 
the Senator from Colorado had said. I 
should like to say a word about the sit­
uation in Indiana. In Indiana there are 
railroads which are vitally interested in 
this matter, and they employ a number 
of people. We believe they are entitled 
to some relief. 

I have discussed the matter with the 
able senior Senator from Georgia [Mr. 
GEORGE], the chairman of the Finance 
Committee, and he is sympathetic with 
the position of the railroads which a:r:e in 
banluuptcy. We have been assured that 
the matter will be taken up in connec­
tion with the next tax bill; but it seems 
to me that inasmuch as the House of 
Representatives voted for this portion 
of the bill by such a large majority-as 
I recall, the vote was almost 300 in fa­
vor of it and approximately 88 against 
it-and inasmuch as the railroads do 
need this relief and inasmuch as we are 
in a mood today to relieve almost every­
one throughout the world-a few min­
utes a.go we authorized the appropria­
tion of some $6.000,000,0(],3 for that pur­
pose--! ask and beg the Senate to do a 
little something today for our own peo­
ple. I voted for the Bretton Woods 
Agreements, and I was delighted to do so. 
Now let us do the generous thing and 
vote a-few dollars-very few, in compari­
son with what we have been doing for 
people throughout the world-for the 

help of railroads which need relief. I 
ask that we do that. I assure the Sen­
ate that our people in Indiana will ap­
preciate a little help, and I am certain 
that is true of the people in the other 
States. 

The PRESIDENT pro tempore. The 
question is on agreeing to the commit­
tee amendment. 

Mr. GURNEY. Mr. President, I wish 
to express just one thought to supple­
ment the statements which have already 
been made against adoption of the com­
mittee amendment. First, I wish to 
thank the chairman of the committee 
for his very frank and sincere assurance 
that a full hearing will be given on this 
proposition, provided the committee 
amendment stands. I have gone into 
the matter to some extent simply for the 
reason that a railroad in my section of 
the country is vitally interested in the 
provision placed in the bill by the House 
of Representatives. That railroad needs 
to be able to take advantage of that 
provision in order to reorganize. I 
realize there is a controversy whether 
the railroads should benefit from carry-

. backs or losses which have been sus­
tained in past years; but as a matter of 
fairness, it seems to me that a :new rail­
road which has a new charter should 
receive the same benefit that is received 
by a railroad which reorganizes and 
keeps ·its old name or its old charter. 
Merely because it has to change its name 
in order to secure a new charter is no 
reason for discriminating against it. It 
should have an equal chance to get along 
from now on. 

Certainly we all know that th-e trans­
portation system· in this country needs 
a great deal of help, and needs it imme­
diately. What we advocate would be 
only a gesture on the part of Congress 
to perhaps a few of the small railroads. 
Of course,-some are not so small; I un­
derstand that the Wabash Railroad is 
interested in this amendment; and in our 
territory the M. & St. L. is interested. 
The operations of that road are in the 
Dakotas and Minnesot_a, and I under­
stand it also runs down South a little 
way, Inasmuch as the arguments on 
each side are almost equal in force; and 
inasmuch as we certainly could, if we 
wished to do so, use against this amend­
ment the same argument that the ma­
jority leader Used against the amend­
ment proposed by the Senator from Min­
nesota [Mr. BALLJ -to the Bretton Woods 
agreement, this afternoon, when he said 
that probably the bill providing for par­
ticipation of the United States in the 
Bretton Woods agreement would not be 
passed until November if that amend­
ment were adopted, I do not think it 
would be fair to the House of Represent­
atives for the Senate to adopt this 
amendment and then expect 90 Mem­
bers, more or less, of the House of Rep­
resentatives who might be present in the 
House at its sessions following today to. 
override the judgment of some 240 Mem­
bers of the House of Representatives a 
short time ago. 

Therefore, Mr. President, I hope the 
Senate will not adopt the committee · 
amendment. 

Mr. LA FOLLETTE. Mr. President, I 
rise to support the committee amend-
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ment. I wish the Senate to know that 
this is not the same amendment which 
was adopted by the Senate in connection 
with a previous tax bill and later elimi­
nated in conference. That amendment 
was much narrower in its application, 
and not so sweeping as is the particular 
amendment now under consideration. 

In the second place, I wish the Senate 
to know that the other-House had no op­
portunity to vote on this particular 
amendment. The bill was brought in un­
der a restricted rule, and the vote re­
ferred to by the Senator from Colorado 
[Mr. JoHNSON] was the vote on the pas­
sage o:.. the bill. Furthermore, the House 
committee--

Mr. JOHNSON of Colorado. Mr. Presi­
dent, the Senator is entirely incorrect. 
The vote in the other House to which I 
referred was on this particular question, 
and the vote stood 246 to 91. 

Mr. LA FOLLETTE. I think if the 
Senator Will refer to the RECORD he will 
find that he is in error. If he is not, 
I shall be glad to acknowledge my error. 
But I think he will find upon reviewing 
the RECORD that there was no opportu­
nity for a direct vote on this particular 
amendment. There was considerable 
discussion in the other House upon the 
·amendment. 

Mr. JOHNSON of Colorado. I am 
sorry. My statement that the vote was 
on this particular pdint is in error. 

Mr. LA FOLLETTE. In the third place, 
Mr. President, I wish to emphasize that· 
there was no hearing before the House 
Ways and Means Committee on this 
amendment. It was submitted in the 
closing hours of the committee's con­
sideration of the bill, and was adopted 
by a divided vote of the Ways and Means 
Committee. 

The provisions in question are exceed­
ingly restricted in their application. Not 
only is this class legislation in that it 
applies only to railroads, but it is almost 
individual taxpayer legislation in that it 
applies only to a very few railroad-cor­
poration taxpayers. Only five railroads 
out of the 10 which have already com­
pleted their reorganization will receive 
any benefit from these provisions. There 
are 18 not yet reorganized, and of these, 
seven have not even plans for reorgani­
zation, and they will not be out of re­
ceivership in time for any carry-backs. 

The 11 which may possibly be bene­
fitted · are those which have plans and 
may come out of receivership soon. 

It is estimated that the total tax re­
duction for these five railroads will be 
approximately $8,500,000, and that of 
the five, one railroad will obtain relief 
to the extent of $6,000,000 or more. I 
refer to the Wabash R.ailroad. Fifty­
seven percent of its common stock, as I 
understand, was owned by the Penn­
sylvania Railroad Co. or by the Pennroad 
Corp., when the Wabash went into re­
ceivership. 

The proposed legislation might pos­
sibly benefit some of the 11 railroads 
which have not completed their reor­
ganizat ion. But there is no evidence, 
and there has been no investigation of a 
sufficiently thorough character from 
which it may be ascertained whether or 
not this retroactive piece of special legis­
lation will benefit the remaining rail-

roads which have not yet completed their 
reorganization. 

Mr. President, there is not a scintilla 
of evidence before the Senate Finance 
Committee-and I hazard the assertion 
that there is not a scintilla of evidence 
before the Ways and Means Committee 
of the House of Representatives-that 
the failure to grant this type of special 
legislation is deterring the reorganiza­
tion of any of the 11 railroads which are 
still in receivership. 

However, Mr. President, it is entirely 
possible that by reason of the timing of 
their reorganization-! am referring now 
to the 11 companies which are still in 
receivershiP-and the absence of carry­
backs in the . period immediately after 
the reorganization, none of the 11 rail­
roads still in receivership will be affected 
by this proposed legislation. 

I believe that every Senator will con­
cede that retroactive tax legislation is 
not to be desired except as it is employed 
to remedy a proven and clearly demon­
strated case of inequity. 

Mr. JOHNSON of Colorado. Mr. 
President, will the Senator yield? 

Mr. LA FOLLETTE. I yield. 
Mr. JOHNSON of Colorado. I wish 

to ask the Senator a question. He has 
mentioned the names of some railroads, 
and has included the name of the 
Wabash. 

Mr. LA FOLLETTE. I did not intend 
to state the names of anJ railroads, but 
the Senator asked me for the · name of 
the railroad and I think he is entitled 
to have it. 

Mr. JOHNSON of Colorado. Yes; I 
think it was perfectly proper to have 
named the Wabash, because that road is 
in a position to receive the greatest 
amount of good from this legislation. 
However, the question which I wish to · 
ask the Senator from Wisconsin is this: 
Does he think that the Wabash · is en­
titled to the benefits of the tax laws of 
this Nation to any less degree than is 
the Union Pacific Railroad, for example, 
or some other more prosperous railroad, 
such as the C. B. & Q., or other railroads 
which have not been in receivership? 

Mr. LA FOLLETTE. I will reply to 
the Senator by saying that I would have 
to know in detail all the considerations 
which went into the court's approval of 
the reorganization of the Wabash before 
I could state whether that road is en­
titled to the proposed retroactive relief 
legislatio"n. I presume that in approving 
the reorg-anization the court went as far 
as, in protecting the equities which ex­
isted in the form of common stock and 
junior bonds, as it was possible to go un­
der the circumstances. 

Mr. JOHNSON of Colorado. Mr. Pres­
ident, the point I am trying to make is 
that the Union Pacific Railroad, the 
C. B. & Q.. and many other railroads 
which have not been in receivership, will . 
receive carry-over and carry-back bene­
fits. 

Mr. LA FOLLETTE. Certainly; but 
if the court had known that at some time 
in the 11th hour during the considera­
tion of a piece of tax legislation, which 
is not directly germane or related, and 
without a hearing, this proposal was to 
be put over, and that the Wabash was 
about to receive $6,000,000 in relief to 

which it was not entitled at the time the 
reorganization was . approved by the 
court, it might have been possible for 
the court to have insisted further on the 
preservation of the equities of the junior 
bondholders, or other equity elements in­
volved in the reorganization. 

Mr. JOHNSON of Colorado. I may say 
that a reorganized railroad must not only 
have the approval of the Federal court 
in which its receivership is pending, but 
it must also have the approval of the In­
terstate Commerce Commission. 

Mr. LA FOLLETTE. What the Sen­
ator has stated is true, and if the Inter­
state Commerce Commission had known 
that this railroad was to receive a retro­
active benefit of $6,000,000, perhaps it 
would have asked for an amendment in 
some nature before approving the reor­
ganization. I cannot answer the Sen­
ator's question until I know more about 
the situation, and I cannot know more 
about it until the Ways and Means Com­
mittee of the House of Representatives, 
or the Finance Committee of the Senate, 
or both of them have had an opportunity 
to go into the matter. As has been stated 
by the chairman of the committee, it is 
our intention to go into the matter, and 
to go into it without prejudice. We in­
tend to go into it with the benefit of the 
investigation of the joint committee staff. 

Mr. CAPEHART. Mr. President, :Will 
the Senator yield? 

Mr. LA FOLLETTE. I should like to 
continue with my remarks. I do not 
wish to decline to yield to any Senator, 
but the hour is getting late and I know 
that the Senate wishes to complete con­
sideration of the pending bill. I am sure 
that if I might be permitted to proceed 
without interruption I could conclude 
very briefly. However, I shall be glad to 
yield to the Senator from Indiana. 

Mr. CAPEHART. A moment ago the 
Senator stated that one railroad would 
receive under this proposal 37 percent. 

Mr. LA FOLLETTE. No. 
Mr. CAPEHART. The Pennsylvania 

Railroad owns 37 percent of the Wabash, 
and the Wabash would benefit to the ex­
tent of $6,000,000. 

Mr. LA FOLLETTE. No; I stated that 
it was my information-! am not positive 
of the fact but it was told to me by one 
of the experts at the time the Wabash 
went into receivership-that the Penn .. 
sylvania, or the Pennroad Corporation, 
owned a substantial percentage of the 
stock of the Wabash Railroad. I believe 
that I stated that the percentage was 
57 percent. 

Mr. CAPEHART. Yes; the thought 
being that one corporation would re .. 
ceive all this money. The fact is that 
the Pennsylvania Railroad is owned by 
many thousands of stockholders. 

Mr. LA FOLLETTE. That was not 
my point at all. My point was that a 
substantial percentage of the stock of 
this road, when it went into receivership, 
was owned by the Pennsylvania Rail .. 
road Co. or by the Pennroad Corp., and 
that one of the two companies will still 
retain control of the road when it comes 
out of reorganization and has been ap­
proved by the court. 

Mr. BARKLEY. If the Senator from 
Wisconsin will yield, I am just now in­
formed that the percentage of stock of 
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the Wabash owned by the Pennroad 
Corp. was 78 percent. 

Mr. LA FOLLETTE. I was then cer· 
tainly conservative in saying 57 percent. 

The proposed legislatton would be ret· 
reactive, and, I repeat, I think all Sen-

. ators familiar with tax legislation know 
that retroactive legislation is undesir­
able, except, as I previously stated, to 
take care of a demonstrated inequity and 
injustice. I emphasize that without the 
retroactive features of the proposed leg­
islation the $8,500,000 tax reduction 
would not occur, which I think is a point, 
in view of the argument which has been 
urged that this provision of the House 
bill will facilitate the reorganization of 
the 11 railroads which are still in re­
ceivership. 

There has been no demonstration that 
there is a substantial lack of equity in the 
existing law. It can be argued with much 
plausibility that if this amendment is 
desirable and equitable for ra,.ilroasis in 
reorganization it is equally equitable and 
desirable for all corporations whtch are 
involuntarily reorganized because of 
bankruptcy and other factors. 

I know it can be said that some distinc­
tion can perhaps be made between rail­
roads and other types of corporations, 
but the fact remains that when in the 
Revenue Act of 1942 sections 112 to 112 · 
(b) (9) and 113 (a) <20) were added to 
the Internal Revenue Code, affecting rail· 
roads in reorganization only, public de­
mand required that similar amendments 
to the code affecting corporations gen­
erally be made, and that urging, and the 
argument that "You did it for the rail­
roads and therefore it is only fair to do 
it for other corporations," resulted in 
sections 112 (b) <10) and 113 (a) <22) 
being added as a part of the Revenue Act 
of 1943. 

I say frankly that the Senate should 
pause and consider, before it lets this 
camel's nose under the tent, because I 
am satisfied that if it does, the entire 
camel will be in by the time we come to 
another general tax revision, and that 
will create administrative headaches and 
inequities between corporations which 
will cause us to rue the day when we 
rushed into this matter without sufiicient 
knowledge and sufficient facts, and with- ' 
out sufficient time to tnvestigate. 

To allow· reorganized corporations 
generally to be treated as the same cor­
porations for the purpose of carry-backs 
or carry-overs, would involve a great 
number of serious problems, since _in 
some cases it might be equitable and in 
other cases very unfair to disregard the 
difference in corporate entity. 

Furthermore, I wish to say, Mr. Presi­
dent, that the provisions in State laws 
with regard to ·charters are placed there 
for the purpose of trying to protect the 
equities of the persons who own common 
stock and junior and senior securities in 
corporations. i do not think we should 
take action to brush those provisions 
lightly aside simply on the plea that we 
are to give relief to only a few railroad 
corporations. 

Abuses such as the acquisition of the 
bankrupt corporation to obtain the 
benefits of the carry-over of a net oper­
ating loss or unused credit might be ex-

pected if this provision were extended to 
the general corporate field. 

It has been argued in the case of a re­
organization under the Bankruptcy Act 
resulting in the formation of a new cor­
poration that the new enterprise is es­
sentially the same as the old one, and 
therefore, the carry-overs and carry­
backs from or to the old corporation are 
desirable and equitable. As a matter 
of fact, the two corporations are not the 
same in many ways, and the differences 
result in many problems of equity and 
administration with respect to carry­
ovel'S and carry-backs. 

One important difference is that the 
old corporation will have deducted large 
amounts of accrued but unpaid interest 
on the basis of old bonded debt, whereas 
after reorganization interest charges are 
materially less, sometimes only one­
fourth or one-third as much as for the 
old corporation. To the extent that a 
loss or unused credit results from the 
deduction of these excessive interest 
charges, the carry-over of the net oper­
ating loss or unused excess profits credit · 
from the old corporation to the new 
would be neither desirable nor equitable. 

The new corporation is owned by dif­
ferent persons than the old since as the 
result of the reorganization the· old 
stockholders are in general frozen out. 

The new corporation has a different 
excess profits credit than would have 
been the case had the reorganization 
been efiected by a mere refinancing of 
the orginal corporation. In some cases 
the credit is larger than that wh_ich a 
refinanced corporation would have had. 

Reorganizations are frequently ef­
fecte'd in the middle of the year so that 
.if there is a new charter, the first tax­
able year of the reorganized company 
and the last taxable year of the predeces­
sor are short taxable years, with result­
ant variations and complications if 
carry-overs or carry-backs are allowed. 

In at least one case the reorganized 
railroad will be a merger of several com­
panies which did not file a consolidated 
return, and in another case the old cor­
poration was split into two. 

It is argued that one railroad which 
was reorganized by a rearrangement of 
the capital structure of the existing cor­
poration obtained a tax benefit through 
the carry-over of_ unused excess profits 
credits amounting to over $8,000,000, and 
it is inequitable to deny similar benefits 
to other corporations which for various 
reasons could not effect their -reorgani­
zation by use of the original corporation. 
It may be questioned whether from the 
standpoint of abstract justice the one 
railroad should have been permitted the 
benefits of the carry-over of an unused 
excess profits credit which arose largely 
because of excessive interest deductions 
in the period prior to reorganization. 
It can hardly be argued that because one 
railroad obtained questionable advan­
tages, a bill should now be enacted to 
provide five additional railroads similarly 
questionable advantages. 

I wish to make one further point, and 
then I shall be through. As every Sen­
ator knows, the railroads have beeh en­
joying unusual prosperity as a result of 
the war business, and it seems to me that 

we would create inequities by a retro­
active provision which extends substan­
tial benefits· to corporations which 
reorganized before there was the accu­
mulation of profits as a result of war busi­
ness, and to those which in the future 
will have to reorganize, undoubtedly, in 
a manner which will give very much 
greater recognition to the equities in­
volved in the old corporation, and may 
result in the securing of approval of the 
stockholders, as was true in the case of 
the Erie, and thus enable them to retain 
their old corporate charter. 

Mr. President, I think it would be a 
great mistake for the Congress now to 
enact the House provision. I think it 
should be thoroughly studied, · and I will 
say here and now that if, after proper 
investigation and proper hearings, a 
showing .can be made, that this is equi­
table, that it does not create a dangerous 
precedent so far as the general corpo­
rate-tax structure is concerned, I shall 
be the first to support it. But if the 
Senate adopts the proVision it will be 
acting, just as ·the House did, without 
hearings, without investigation, and 
without full knowledge of the conse­
quences which will fiow from the rejec­
tion of the committee amendment. 

Mr. JOHNSON of Colorado. Mr~ 
President, will the Senator yield? 

Mr. LA FOLLETTE. I yield. 
Mr. JOHNSON of Colorado. I should 

like to ask the Senator a question. If 
the railroads now in receivership remaiQ. 
in receivership, are they or are they not 
entitled to the benefits of the carry-over 
and the carry-back provisions? · 

Mr. LA FOLLETTE. So long as the 
corporate entity remains the same they 
are. 

Mr. JOHNSON of Colorado. That is 
correct. The only time they lose their 
tax rights voted by the Congress is when 
they come out of receivership with a new 
charter. 

Mr. LA FOLLETTE. As I stated, 
there are 10 roads that have already 
coue out of receivership, and the infor­
mation I have been able to obtain indi­
cates that this amendment will benefit 
only 5 of them. So the statement can­
not -be made that it is proposed in the 
effort to secure equity as between rail­
roads. As I now see it, and with the 
light I now have, it indicate> to me that 
the operation and effect of this amend­
ment is to give relief to five railroads, 
and to give it to them wit:nout having 
full knowledge as to what would have 
been the reaction of both thtl courts and 
the Interstate Commerce Ccmmission if 
they had known that this retroactive tax 
benefit was to be allowed. 

Mr. JOHNSON of Colorado. If the 
Senator. will yield once more, · I promise 
I will not bother him again. 

Mr. LA FOLLETTE. I yield. 
Mr. JOHNSON of Colorado. Accord­

ing to the data which have been given 
to me- there are 19 railroads in receiver­
ship, instead of merely a few as the 
Senator · has indicated. 

Mr. LA FOLLETTE. I referred to 18, 
and I said that 10, I understood were still 
in receivership. 

Mr. JOHNSON of Colorado. Nineteen 
good-sized railroads are still in receiver-
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ship, and the Wabash Railroad, which 
the Senator talks about, came out of re-:­
ceivership in 1942. 

Mr. LA FOLLETTE. Yes, exactly. 
That is one of the points I made. The 
Wabash came out at a time when it 
could get by on a reorganization which 
would be very much less generous to the 
stockholders and the junior bondholders 
than in the case of any railroad that is 
going to come out now after having en­
joyed the war-transportation business. 

Mr. GURNEY. Mr. President, will the 
Senator yield? 

Mr. LA FOLLETTE. I yield. 
Mr. GURNEY. The Senator made a· 

statement that the railroads had ha:d a 
very unusual profit opportunity because 
of much war business. I am sure the 
Senator will be fair, because he knows 
that in the last war the Government 
took over the railroads. Even though 
the ra11roads have had a large oppor­
tunity for profit I think they deserve a 
pat on the · back for a mighty fine job 
done. 

Mr. LA FOLLETTE. I agree with 
that, but I will also say that in general 
we have been exceedingly generous with 
the railroads in our tax legislation. I 
do not want to go into that matter now. 
But I will say that I think the railroads 
are making a great mistake, and if they 
do not watch their step they _are going 
to overreach themselves. Congress in 
its policy has been exceedingly generous 
to the railroads, and they are going to 
be coming here, I have no doubt, under 
the next tax bill, and ask for further 
relief on their deferred maintenance. 
They can whip a willing horse to death 
if they do not watch their step. 

Mr. GURNEY. The railroads cer-­
tainly may have been treated generously 
by Congress, but certainly the railroads 
have willingly given extra good service 
to the country in a time of dire need. 

Mr. LA FOLLETTE. I grant that, and 
nothing I have said can be construed 
by the Senator from South Dakota or 
anyone else as being in criticism or 
derogation of the war job which the rail­
roads have done. But that does not 
alter the question that the Senate should 
pass on this amendment on its merits, 
insofar as we know what they are, which 
I grant we do not know too much about. 

Mr. FERGUSON. Mr. President, will 
the Senator yield? 

Mr. LA FOLLETTE. I yield to the 
Senator from Michigan and then I will 
yield the floor. 

Mr. FERGUSON. I should like to put 
this question to the Senator: Do I cor­
rectly understand that the Wabash Rail .. 
road has a new charter now and that 
the provision in question would apply to 
the new corporation? 

Mr. LA FOLLETTE. It would give the 
new corporation retroactively the same · 
carry-overs and carry-backs which it 
would enjoy if it were still the Wabash, 
or the old corporation prior to reorgani­
zation. 

Mr. FERGUSON. Then we would have 
this proposition, that the new corpora­
tion would benefit, and it may be pos­
sible under the reorganization that stock­
holders or bondholders of the old cor­
poration who in fact advanced the 

money, or were entitled to it, would re­
ceive nothing? 

Mr. LA FOLLETTE. Of course, it is 
too late for those who are frozen out in 
the Wabash reorganization to get any 
benefit of anything that Congress does 
now. 

Mr. FERGUSON. So it gives it to the 
new corporation and benefits the new 
stockholders, is that a correct analysis? 

Mr. LA FOLLETTE. Yes, exactly. It 
benefits the new owners of whatever 
equities there are in the new corpora­
tion. 

Mr. TAFT. Mr. President, I think I 
ought to correct what I think are errors 
in the point of view of the Senator from 
Wisconsin. In the first place railroads, 
particularly those in receivership, have 
always been treated differently from 
other · corporations. Anyone who has 
practiced law knows that there has been 
a regular law of railroJ.d receivership 
which in a way treats the railroad as an 
entity as ordinary corporations are not 
treated. 

In the second place, that has been 
recognized by Congress in passing section 
77 of the bankruptcy law which deals 
with railroads only. Later by 77 (b) we 
passed a bankruptcy law of a similar kind 
applying to other corporations. 

Under section 77 of the bankruptcy act 
a railroad may be reorganized. So far 
as that is concerned it may still be the 
same corporation, and the court is given 
power-I think I am correct in saying­
to wipe out the stockholders if the court 
wishes to do so in the reorganization. 

The only difference is that that cannot 
be done over the provisions ·of a State 
charter. If under the State law a rail­
road cannot reorganize without going 
through a judicial sale, then it must go 
through a judicial sale. But the net re­
sult is just the same. 

The Wabash, for instance, had to re­
organize by judicial-sale, as I understand, 
because it was a corporation under the 
laws of the State of Indiana primarily, 
and under the laws of the State of In­
diana it could not be reorganized with­
out a judicial sale. If the Wabash had 
been a corporation of the State of Ohio, 
it could have reorganized simply under 
section 77 of the Bankruptcy Act, and it 
would have gotten exactly the same re­
sults. After a railroad corporation has 
been reorganized under section 77 in the 
State of Ohio, there is just the same 
change in the stockholders and the same 
wiping· out of stockholders and the same 
wiping out of bonds as if the reorganiza­
tion had taken place under a judicial sale 
w_hen under the State law it had to be 
done in that way. 

Then provisions were made with re­
spect to carry-backs and carry-overs. 
They were urged by the Treasury. They 
were invented by ' Mr. Randolph Paul­
the carry-backs particularly-in order to 
meet the present situation, because it 
was pointed out that the railroads, for 
instance-but •it is true of all corpora­
tions-may make large profits during the 
war period and may have to pay very 
high taxes on those profits, as they have 
done. But they cannot deduct anything 
for . deferred maintenance. All of them 
have let -their roadbeds and their cars 

and other equipment go to pot, and the 
moment the war is over they are going 
to have to spend a tremendous amount 
for maintenance of all kinds, and un­
doubtedly operate practically at a loss, 
or near a loss, in the postwar period. 

Mr. WHEELER. Mr. President, will 
the Senator yield? 

Mr. TAFT . . I yield. 
Mr. WHEELER. I think the Senator 

would not want to leave the impression 
' that the roadbeds of the railroads have 

gone to pot. As a matter of fact, the 
roadbeds of the railroads have been kept 
up during this period better in many re­
spects than they were during the prior 
period. Many of the railroads have im­
proved their roadbeds so they are in far 
better condition than they previously 
were. 

Mr. TAFT. Some have and some have 
not. If •the Senator will permit me, I 
do not think that statement is entirely 
true, because they have been limited in 
their steel, they have been limited in 
their labor, and they ·have been limited 
in the materials they have had to pro'­
vide. While they have kept their main 
roadbeds in shape, I think it will be found 
that there has been considerable deteri­
oration. However, I do not wish to make 
a particular point of it. 

Mr. WHEELER. Mr. President, will 
the Senator further yield? 1

) 

Mr. TAFT. I yield. 
Mr. WHEELER. What the Senator 

says with reference to rolling stock is 
true, but I think his statement with re­
spect to roadbeds is inaccurate. I hap­
pen to know that many railroads have 
made a great deal of improvement in 
roadbeds. 

While I am on my feet, let me point out 
something with reference to the reorgan­
ized rai.Iroads. I do not · wish anyone 
to get the idea that reorganized railroads 
are in a poor position. As a matter of 
fact, some of the roads which are coming 
out of reorganization are coming out 
with far more money in their treasuries, 
because of the tremendous. profits they 
have madt in the past few years, than 
they have ever had before. Some of 
them have more money in their treas­
uries than their stock and bonds are 
selling for. They could pay off all their 
bonds under the reorganization. 

Mr. TAFT. I still would prefer not to 
be a railroad stockholder or bondholder, 
and I am not one, because I do not think 
the railroads have much future, so far 
as I can see, from a financial standpoint. 
Once the war is over, I think they are 
going to have about the same difficulty 
they have had all along. 

However, the point is that this carry­
back provision was proposed by the 
Treasury, and the railroads were denied 
deferred maintenance because the carry­
back provision was put in the law. The 
Pennsylvania Railroad has the full bene­
fit of the carry-back and carry-over 
provisions. Some of the roads which 
have been reorganized have fJ,lll ad­
vantage of the carry-back and carry­
over provisions, but certain other roads 
which have to be reorganized in a dif­
ferent way do not get .the advantage of 
those provisions. That is one reason 
why I feel that the provision in the bill 
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is fair, because it seems to me that today 
there is discrimination which is. wholly 
and completely unreasonable. 

I do not agree at all with the Senator 
from Wisconsin [Mr. LA FOLLETTE] that 
there are all sorts of other differences 
between the various forms of reorganiza­
tion. I think they are exactly the same, 
except as to the manner in which they 
must be carried out. . I do not believe 
that all the other points make any seri­
ous difference. I think there are very 
minor differences in the way in which 
the two kinds of reorganized railroad 
corporations are treated. For that rea­
son it seems to me that the language in 
the House provision is a fair amendment 
to correct discrimination and to permit 
exactly the same treatment of railroads 
which have been· reorganized in one way 
as is accorded to those which have been 
reorganized in another way. 

All the railroads in the country get 
the advantage of the carry-back and 
carry-over provision: if it is an advan­
tage, except a certain limited number of 
roads which are barred from it because 
they are reorganized in a certain way. Of 
the 18 roads in receivership, as I under­
stand, a fair number will not reorganize 
if they are subject to the taxation which 
will result from the failure to apply to 
them the provisions which are applied 
to 6'ther roads. 

The PRESIDENT pro tempore. The 
question is on agreeing to the committee 
amendment. 

Mr. HAWKES. Mr. President, I 
should like to ask the chairman of the 
committee a question. 

Mr. GEORGE. I shall be very glad 
to answer any question I can answer. 

Mr. HAWKES. I was not a member 
of the committee at the time, but I am 
told that this same provision went 
through the Senate in 1943. · Is that 
correct? 

Mr. GEORGE. No; that is not an 
accurate statement. There was an 
amendment which had a much more 
limited effect than the pending pro­
vision. 

Mr. HAWKES. It was not the same 
as this? 

Mr. GEORGE. It was not the same. 
It went through the Senate in the sense 
that it was carried to conference for 
study. It went to conference, and the 
amendment was rejected in the confer­
ence. We were unable to secure its ap- · 
proval there. 

Mr. HAWKES. If .I may ask one fur­
ther question, were hearings held at the 
time that amendment to the revenue 
law was made? ' 

Mr. GEORGE. Not on this question. 
Mr. HAWKES. No hearings were held 

on this question? 
Mr. GEORGE. Not on this precise 

question. That is why I ask the Senate 
to sustain the committee in this amend­
ment, because we have dealt perfectly 
fairly with the railroads which will be 
affected. We. wish to study the question, 
and we need some hearings in order to 
kno.w exactly what should be done. 

It is true, as the distinguished Senator 
from Ohio [Mr. TAFT] says, that rail­
road corporations, being public carriers, 
have received somewhat different treat­
ment in many States, and in the Federal 

tax statutes, but let me emphasize a fact 
which the railroads of the country ought 
not to overlook. We gave to all railroads 
undergoing reorganization through 
bankruptcy or receivership jmmense ad­
vantages . in the act of 1942. We are 
dealing with new corporations. There 
is no need to say that the property is 
the same. Of course, the property is the 
same when an apartment house or hotel 
which has gone through receivership, or 
a steamship company, which is also a 
carrier, or a bus line which has gone 
through receivership, is purchased. Un­
der the House provision, none of such 
corporations would receive any benefit. 

We gave to all railroad corporations, 
even the new corporations acquiring the 
property of one or more bankrupt rail­
roads, the full advantage-and a very 
great advantage it was-of taking the 
valuation of the property as if it were 
still in the hands of the original owner. 
It is true that we applied the loss carry­
forward and carry-back principle in a 
broader way than it had been employed 
in our law before, but it was not the 
invention of Mr. Paul. The loss carry­
back was known to the First World War 
Excess Profits Tax Act. That is to say, 
under that act corporations were per­
mitted to carry back losses which had 
been incurred. 

The only thing that has happened is 
this: We allowed · the old railroad cor­
porations the loss carry-back and carry­
forward· provision which we put in the 
law in 1942. They did not particularly 
need any permission to keep the same 
basis of valuation, but we did allow them 
the loss carry-back and carry-forward 
provision, for this reason: 

The railroads, among other corpora­
tions, were before the committee asking 

. for a deferred mafntenance allowance. 
We had long hearings on that subject. 
They said, with a great deal of reason, 
"We cannot make improvements. We 
cannot keep our properties up during this 
war period into which we are entering, 
and we therefore want a deferred main­
tenance allowance." Innumerab1e other 
corporations were before the committee 
asking for an inventory depreciation al­
lowance so that they could take care of 
their rapidly declining inventories at the 
end of the war. 

We decided-and Mr. Paul, of course, 
was general counsel of the Treasury at 
that time, and participated in the deci­
sion, and agreed to it-that we would 
apply the loss carry-back principle so as 
to take care, perhaps not of all cases-­
it is to be doubted whether we did take 
care of all cases-but many cases. The 
railroads were given particular consid­
eration. Even the new corporation ac­
quiring the property of a defunct, bank­
rupt railroad or railroads had the· right 
to take the valuation of the old com­
J>anies. Now the new corporation 
wishes, without fm·ther study, to have 
the loss carry-back of . the old corpora­
tion. It wishes to carr~ back its losses 
and make adjustments. 

There are new questions injected into 
this issue, and we ought to have an op­
portunity to study them. In all fairness, 
we expect to study them, and we wish to 
do whatever is equitable and right. But 
it cannot be overlooked that any com·t, 

or the Interstate Commerce Commis­
sion, might require something vastly 
·different in a reorganization plan if it 
knew that this additional great advan­
tage was to be given to a railroad coming 
out of receivership, perhaps even before 
we enact the law. 

Mr. WHEELER. Mr. President, will 
the Senator yield? 

Mr. GEORGE. I yield. 
Mr. WHEELER. Of course, the Com­

mission and the courts are supposed to 
look into this problem. In passing upon 
the reorganization of a railroad, they 
look forward to the earnings, and the 
amount of money the corporation must 
pay in ~axes, as well as the ~mount of 
money it is to receive in refunds. I do 
not know whether that has been done 
in this particular instance. It would 

-make a great deal of . difference in my 
vote on this bill. Certainly I do not 
wish to do anything that is unfair to 
the railroads in this instance, but I would 
not vote in favor of such a provision 
without any hearings having been held, 
either before the committee of the House 
or the committee of the Senate. I 
understand that no hearings were held 
on this matter before the House com-

.. mittee and that no hearings were held 
upon it before the Senate Finance Com­
mittee. 

Mr. GEORGE. The Senator is cor­
rect. That is the position the commit­
tee took, namely, that this amendment 
could be eliminated without prejudice, 
for the purpose of providing an oppor-

. tunity to conduct hearings and to ascer .. 
tain what were the ·real equities of a 
new company in a case where a new 
charter was obtained or had to be ob­
tained.· That is the only reason why we 
have come before the Senate asking that 
the House provision be rejected, namely, 
so that we may make the study and 
render real equity to the railroads. 

· Remedial tax measures of this charter 
can always be made retroactive, and no 
ultimate harm would be done to the 
railroads if we were to find that this 
provision was not too broad and in every 
case would do substantial equity. 

Mr. LANGER. Mr. President, wlll the 
Senator yield to me? 

Mr. GEORGE. I yield. 
Mr. LANGER. Does not the Senator 

think it is rather unfair to bring up an 
amendment of this sort at this late hour, 
after 7 o'clock in the evening, after we 
have had a long discussion of the Bret­
ton Woods agreements? I am very 
grateful to the Senator from Wisconsin 
for giving us the information which he 
did, because if I had voted against adop­
tion of the committee amendment I 
would have voted wrong. What · is the 
hurry in this matter, Mr. President, I 
inquire? 

Mr. GEORGE. Mr. President, if the 
Senator is right now, there will be no 
regrets. 

Mr. LANGER. I am right now, but 
there may be something in the measure 
on which I would vote wrong. 

Mr. GEORGE. Let me say to the Sen­
ator that the real purpose of getting the 
bill through the Senate at this time is in 
order to permit the House to consider 
it.before it adjourns. The House of Rep­
resentatives is preparing to adjourn ~n 
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Saturday evening. If any amendment is 
to be made on which the House of Rep­
resentatives will have to act, we should 
get the bill to the House of Representa­
tives tomorrow. The real purpose of the 
bill is, not to give relief to the taxpayers, 
but to improve the taxpayers' position, 
so as to enable them really to plan for 
the reconversion period, inasmuch as 
they are now being cut back in their con­
tracts. 

Mr. TAFT. Mr. President, will the 
Senator yield? 

Mr. GEORGE. I yield. 
Mr. TAFT. I have been interested in 

the statements regarding the possible 
situation in the House of Representa­
tives. Of course, if the committee 
amendment prevails, any Member of the 
House of Representatives could prevent 
passage of the bill, because all he would 
have to do would be to object to the 
amendment. In other words, if we wish 
to have speed in the passage of the bill, 
we had better pass the bill as it is, with 
the railroad provision in it. I do not 
think the Senator can properly urge that 
the committee amendment should be 
adopted in order to speed action on the 
bill, because that might result in com­
plete delay of the bill until tl1e House of 
Representatives returns. I understand 
that only approximately 100 Members 
of the House of Representatives are now 
in the city, and that any objection what­
ever could block passage of the bill by 
the House of Representatives. 

Mr. GEORGE.- Mr. President, of 
course the Senator is correct; but that 
would be a responsibility for the House 
of Representatives to assume, if it felt 
that it should take that responsibility. 

Mr. GURNEY. Mr. President, will the 
Senator yield? 

Mr. GEORGE. I yield. 
Mr. GURNEY. I wonder if .it would 

not be a long time before the railroads 
would have another opportunity to se­
cure the proposed relief. In other words, 
we will not have another tax bill until 
approximately a year from now; is that 
correct? 

Mr. GEORGE. No; I would not make 
that statement. We have already been 
making a study for the transitional and 
postwar period, and we will continue it 
with renewed energy during the recess 
and when we come back following the re­
cess. 

Mr. GURNEY. It was my under­
standing that another tax measure will 
not be passed by the Congress until next 
spring, and that, therefore, if we are to 
secure relief for the railroads it will have 
to be done in this bill, or else it will have 
to wait until the next tax year. 

Mr. GEORGE. No; Mr. President; of 
course, I would not say when we will take 
up the next tax bill. 

The PRESIDENT pro tempore. The 
question is on agreeing to the committee 
amendment. 

Mr. BURTON. Mr. President, a parli­
amentary inquiry. 

The PRESIDENT pro tempore. The 
Senator will state it. 

Mr. BURTON. I understand that a 
vote "yea" will be to strike out the House 
provision, and that if we-wish to retain 
the House provision we must vote "nay." 

The PRESIDENT pro tempore. That 
is correct. 

The question is on agreeing to the com­
mittee amendment. [Putting the ques­
tion.] 

Mr. LA FOLLETTE and Mr. GEORGE 
requested a division. 

Mr. MILLIKIN. Mr. President, a par­
liamentary inquiry. 

The PRESIDENT pro tempore. The 
Senator will state it. 

Mr. MILLIKIN. I should like to 
understand what the vote is to be. If 
we vote "yea" what will we be voting 
for? 

The PRESIDENT pro tempore. A 
vote of "yea" will be a vote to strike 
out the House language. 

On this question a division has been 
requested. 

On a division, the amendment was 
agreed to. 

The PRESIDENT pro tempore. :r'he 
bill is still open to amendment. 

Mr. MURDOCK. Mr. President, I send 
to the desk an amendment, which I ask 
to have stated. 

Mr. WHERRY. Mr. President, I 
should like to call up an amendment. 

The PRESIDENT pro tempore. The 
Senator from Nebraska was on his feet 
some time ago, endeavoring to obt'ain 
recognition; and the Chair now recog­
nizes him. 

Mr. WHERRY. Mr. President, since I 
have the floor, I should like to ask the 
present occupant of the chair if there 
are any further committee amendments 
to be disposed of? 

The PRESIDENT pro tempore. There 
are no further committee amendments to 
be considered. 

Mr. WHERRY. I now offer the 
amendment which is at the desk, and 
ask to have it stated. 

The PRESIDENT pro tempore. The 
amendment will be stated. · 

The LEGISLATIVE CLERK. The following 
amendments are proposed: 

Page 1, line 11, strike out "1945" and in­
sert "1944" and strike out "1946" and insert 
"1945." 

P age 2, line 4, strike out "1946" and insert 
"1945." 

Page 2, line 7, strike out "1945" and insert 
"1944." 

Page 2, line 24, strike out "1945" and in­
sert "1944." 

Page 2, line 25, strike out "1945" and insert 
"1944" and strike out "1946" and insert 
"1945." 

The PRESIJ.JENT pro tempore. The 
Chair asks the Senator from Nebraska 
if the language stated does not consti­
tute merely a change of dates, and the 
Chair asks whether the amendments can­
not all be voted upon en bloc? 

Mr. WHERRY. This is correct. 
The PRESIDENT pro tempore. With­

out objection, that course will be pur­
sued. 

Mr. WHERRY. Mr. President, for 
the benefit of the Members of the Senate 
I should like to state that the amendment 
would simply grant retroactive to Janu­
ary 1, 1945, the increased exemption from 
$10,000 to $25,000 extended for the tax 
year 1946. There has already been 
some discussion of the amendment on 
the floor of the Senate. I have talked 
at various times during the past week 

with the able chairman of the ·Finance 
Committee. I told him then, as I am 
telling the Senate now, that the mem­
bers of the Senate Small Business Com­
mittee feel that one of the aids we can 
give to small businest today will be to 
grant the immediate relief requested un­
der the provisions of this amendment. 

I should like to say that the amend­
ment is sponsored jointly by the junior 
Senator from Montana [Mr. MURRAY], 
our present most able chairman of the 
Small Business Committee, the junior 
Senator from Tennessee [Mr. STEWART] 
and, from this side of t:1e aisle, the junior 
Senator from Indiana [Mr. CAPEHART], 
and myself. 

The amendment is self-explanatory. 
As the distinguished chairman of the 
Finance Committee has already stated, 
the amendment would apply to approx­
imately 45,000 small business corpora­
tions in this country this tax year. It 
would apply for the next year, and to 
about 31,000 corporations the following 
year. 

As I understand the situation, the only 
objection made to the adoption of the 
amendment is based on the fact that 
for the taxable year 1945 there would be 
a loss in revenue of $235.000,000 and, on 
the basis of the estimates-and I grant 
that the estimates probably are cor­
rect-a loss of perhaps $160,000,000, for 
31,000 businesses for the taxable year 
1946. So, in all, if the estimates are cor- . 
rect, the amount would be approximately 
$400,000,000. . 

Mr. President, I doubt very much if 
the estimate of $160,000,000 for the sec­
ond year is really and truly a safe guide 
to follow, because no one can tell what 
will happen. During the reconversion 
period we might gain so many businesses 
that the amount of revenue to be re­
ceived would more than offset the 
amount of loss. r 

Mr. President, I should like to read a 
telegram which has been recently re­
ceived. It is a sample of hundreds of 
telegrams which have come to the Small 
Business Committee. It is similar to the 
testimony which has been taken in all 
four corners of the United States, from 
scores of persons representing various 
lines of business who have asked for this 
proposed tax relief. The telegram reads, 
as follows: 

Trust you will use your influence to make 
proposed $25,000 exemption in new tax bill 
effective as of January 1, 1945, instead of 
1946. This, in my opinion, would be most 

, encouraging to small business and the re­
turning servicemen considering establishing 
themselves in business. Besides small busi­
ness will be called upon to absorb first shocks 
of unemployment beCa\lse it will take large 
businesses more time to readjust. 

The sender of the telegram is the 
president of an association which is pro­
ducing merchandise for this country. I 
believe that most of the members of his 
association would be classed among the 
45,000 who are asking for this additional 
exemption. He is not alone in that re­
spect; neither is the Small Business Com­
mittee; nor are the businessmen of the 
country. 

I have talked with the chairman of 
the Senate Finance Committee, and I 
am sure that he feels this exemption 
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should be granted the small business­
men at the present time, if it were pos­
'sible to do so. I have even talked to the 
distinguished chairman of the Ways and 
Means Committee of the House of Rep­
resentatives. I believe that if it were 
not for the time element involved, and 
the mechanics of the passage of the 
proposed measure, the chairman of the 
Ways and Means Committee of the 
House would be favorable. I am sure he 
desires to see small business favored as 
much as possible, although I am quite 
certain from what I have heard that, 
because of the time element involved, 
he feels that · the bill should be passed 
as it came to the Senate from the House 
of Representatives. I am not quoting . 
him nor the distinguished Senator from 
Georgia [Mr. GEORGE], but I know they 
both feel kindly toward granting relief 
to small business to the extent . that it 
can be done. 

Mr. President, in his report to the 
President, Justice Byrnes made a state­
ment last March, as follows: 

Before the manufacturer ret urns to pro­
duction he will want to know something 
more than the ceiling price. He will want 
some idea about taxes in order to determine 
whether there will be a profit in his business. 
Everybody cannot be an employee. There 
must be an employer if people are going to 
get jobs. Before a man puts his own money 
and asks his friends to put money in a busi­
ness, he wants to know that there is some 
prospect of his making a profit. 

The excess-profits tax is a war tax. With 
the ending of the war there should be an 
end to excess-profits taxes. It cannot be done 
upon VE-day because we wlll still have war 
production and war profits, but the ad­
ministration and the leaders of the con­
gressional committees might well announce 
an intention to urge the elimination of the 
excess-profits taxes when the war with Japan 
is at an end. 

I have only two more short paragraphs 
which I wish to read. 

In another report which Justice Byrnes 
made to the President on March 31, 1945, 
which was after the report which I just 
read, he stated as follows: 

In my report to the President and the Con­
gress on January 1, I stated that a major 
reduction in tax rates should not be made 
until Japan has been defeated. At that 
time I recommended three tax ,.evisions 
which I believe would not significally re­
duce tax revenues but would encourage 
business to prepare for expanded output 
after the war is won. 

Here is the point which I should like 
to stress to the Members of the Senate. 

These three measures include: (1) The ac­
celeration of depreciation allowances--the 
President has publicly approved this sug­
gestion: (2) the easing of the financial con­
dition of corporations, handicapped through 
lack of capital in carrying out their reco'n· 
version plans, by making immediately avail­
able after VE-day-

That was the end of the war in Europe. 
I continue reading: 
a part of their postwar refund of excess­
profits tax, and by reducing correspondingly 
the compulsory savings provision in the ex­
cess-profits tax; and (3) an increase in the 
excess-profits tax specific exemption from the 
present $10,000 to $25,000. 

That is the point in this amendment 
about which we are talking. I am read­
ing what was advocated by Justice 

Byrnes, and which was submitted in his 
repert to the President of the United 
States. 

I continue: 
These revisions are desirable in the period 

between VE-day and VJ-day and I renew my 
recommendation for their early consideration 
by the Congress. 

By the adoption of this amendment we 
would do exactly what Justice Byrnes 
suggested in his report to the President 
of the United Sta.tes and we would be 
doing it at the proper time. 

Mr. President, I have one more point 
·I wish to stress. The distinguished 
chairman of the Senate Finance Com­
mittee, in making his opening statement 
in behalf of the bill, stated that the com­
mittee wanted to accomplish two things. 
The committee has accomplished a great 
deal through the proposed bill. I thank 
the committee for it. I think the com­
mittee has done a splendid piece of work. 
As I recall the remarks of the distin,. 
guished chairman of the committee, he 
said that it was the desire to put small 
business in a strong position and to per­
mit it to reconvert now for 1946. That 
is exactly what the amendment would 
permit being done. It holds open to 
those who need relief the knowledge that 
the tax question has been adjudicated. 
Its effect goes back to January 1945. 
That means that small business will ob­
tain relief through the legislation if it 
be now adopted. Certainly we should 
afford them such relief. The only ob­
jection which can be brought against the 
amendment is on the ground that the 
Government would lose $400,000,000 in 
revenue if the prediction and judgment 
of some prove to be correct. 

Mr. President, in conclusion, I wish to 
say that I do not want to. restate what 
has already been said in connection with 
the consideration of the Bretton Woods 
program. 

Mr. FULBRIGHT. The Senator used 
the figure of $400,000,000. That is not 
correct. 

Mr. WHERRY. The first year the 
amount would .be $235,000,000, and the 
second year it would be $160,000,000. I 
obtained the figures from the chairman 
of the committee. I was told that the 
loss would be approximately $400,000,000. 

Mr. FULBRIGHT. The Senator's 
amendment would not cause a total loss 
in that sum. 

Mr. WHERRY. The Senator is cor­
rect, and I thank him for the correction. 
I thought I made it plain that the first 
year the amount would be $235,000,000 
and that in the second year it would be 
$160,000,000. I accept the correction of 
the distinguished junior Senator from 
Arkan~as and thank him for it. It makes 
my case so much stronger. 

Mr. President, in conclusion I should 
like to say that I feel seriously that the 
4S,OOO small business corporations to 
which I have referred would not only be 
benefited, but that a greater benefit 
would result from a clarification of the 
tax question. 

All the veterans who return and want 
to go into business will see what the 
tax structure is. It will help the recon­
version process of all businesses which 
have taken war contracts, and I think 
in the end that while there will be loss 

of revenue of $235,000,000, but so many 
more firms will be induced to start to 
reconvert and establish themselves in 
business that not only will we recover a 
large amount of that loss, but the second . 
year we will recover more than the $160,-
000,000 which it is said will be the loss 
involved for that year. 

Mr. BARKLEY. Mr. President, I wish 
to say just a word about the amend­
ment. I think the Senate should under­
stand that the House voted on this spe­
cific ·proposal under a special rule when 
the tax bill was under consideration in 
the House, and defeated it by a sub­
stantial majority. I think the vote was 
in the neighborhood of about 120 to 95. 
So that the House has passed on the 
proposal, and we would run a very de­
cided risk in sending the bill back to the 
House with this amendment· on it. In 
view of the parilamentary situation, if, 
the House having passed upon it and de­
feated it, we should return it under the 
conditions which exist in the House, in 
view of the pending adjournment, I 
think we would run a very great risk 
that the bill would not be enacted at all 
at this time. 

Two billion, one hundred and thirty~ 
five million· dollars may not seem to be 
much money in one sense of the word, 
but in another sense it is a good deal of 
money. The difficulty about the situa­
tion is that the corporations which op~ 
erate on a calendar year basis have al­
ready set aside what will be equal to 6 
months' taxes, and have passed that on 
to the public. The public, in the pur­
chase of goods which are manufactured 
by these companies, has already paid 
one-half of this year's taxes. Those 
companies which operate on a fiscal-year 
basis have already paid their taxes, and 
this would involve refunds covering that 
portion . of the fiscal year which goes 
back to the first day of January. 

So, Mr. President, it seems to me that 
these three reasons should militate 
against the adoption of the amendment 
now. 

Mr. WHERRY. Will the Senator 
yield? 

Mr. BARKLEY. In a moment. I know 
how sympathetic all of us are to small 
business. I am myself, and I am as anx­
ious, by reduction of taxes or any other 
way, to help small business. But we have 
here a practical situation. We have all 
been showered with communications 
about this matter. They have come to 
all of us from all over the country. We 
frequently have that situation to con­
front, and we have to exercise judgment 
in determining now whether we shall 
take a chance in sending the bill back 
carrying an amendment which the House 
has voted on, and run the risk of not 
getting any legislation. 

I now yield to the Senator from Ne­
braska. 

Mr. WHERRY. The argument the 
Senator is making would be an equally 
good argument against the action on the 
committee amendment. 

Mr. BARKLEY. Oh, no; it is an en­
tirely different thing. 

Mr. ·wHERRY. The bill will have to 
go bacl~ to the House for action on the 
Senate committee amendment. 

' . 
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· Mr. BARKLEY. Yes; but the situa­

tion is not ·one in which the House re­
fused to put something on a bill and we 
send it back with that included. 

Mr. WHERRY. But we wilr have to 
send it back to the House for them to 
accept the Senate amendment. 

Mr. GEORGE. Mr. President, ac­
tually what took place in the House is 
that those who were opposed to the pro­
vision which was just stricken out were 
not given any opportunity to vote on it, 
because it was brought in under a re­
stricted rule, but the particula"r amend­
ment which the Senator is now offering 
was actually voted upon in the House and 
voted down. So that we would know full 
well that the House would not take this 
amendment, and we would simply run 
tbe risk of tying up the benefits which 
he want to give. We are giving to the 
small corporations full release from all 
excess profits taxes after December 31 
of this year. In all fairness, I think 
they should be satisfied with the situa­
tion. 

Mr. BARKLEY. I thank the Senator 
from Georgia for emphasizing the point 
I was just about to make, that we would 
endanger the relief we are providing in 
the bill for all corporations which come 
under it, and for that reason I think the 
amendment should not be agreed to. 

Mr. WHERRY. Mr. President, I 
shall ask for a yea-and-nay vote on the 
amendment. I feel that this is one of 
the most im:portant amendments .which 
have been before the Senate in connec­
tion with any tax bill, and the business­
men of this country are intensely in­
terested in this proposed amendment. 
It does seem to me that if we can give 
relief to the amount of billions of dollars 
for people across the water, as was done 
today in the passage of the Bretton 
Woods legislation, we can do the same 
thing to help stabilize our own American 
economy. Businessmen are asking for 
it, and I should lik= to have a yea-and­
nay vote. 

Mr. O'MAHONEY. Mr. President, will 
the Senator yield? 

Mr. WHERRY: I yield. . 
Mr. O'MAHONEY. I should like to 

offer one consideration. I knew nothing 
about this amendment until the Senator 
spoke for it, and I am very sympathetic 
with what he has had to say, but it ap­
pears now, from what has been st"ated by 
the Senator from Georgia and the Sen­
ator from Kentucky, that in the House 
of Representatives a record vote was 
taken upon the matter. That brings 
about this parliamentary situation, that 
if the Senate should add this amend­
ment to the bill, when it goes to the 
House, some of the Members of the House 
will feel themselves morally bound to_ 
point out to the House that the Senate is 
asking the House to reverse a record vote. 
It seems to me that that would endanger 
the whole bill and therefore endanger the 
relief which the Senate desires. 

What I am pointing out is that I would 
imagine some member of the Committee 
on Ways and Means would feel himself 
obligated to say to the House, "This 
amendment reverses the record vote of 
the House," and I think it would en­
danger the whole bill. 

Mr. GURNEY. Mr. President, will the 
Senator from Nebraska yield? 

Mr. WHERRY. In a moment. I wish 
to thank the Senator from Wyoming for 
his contribution. My reason for asking 
.for a record vote was that I felt that 
after it was stated that a record vote 
was had in the House, it would be neces­
sary to have a record vote here if we 
were to send the bill back. 

Mr. O'MAHONEY. Oh, yes. 
Mr. WHERRY. Of course, we will 

have to do that. 
Mr. O'MAHONEY. I am not object­

ing to a record vote. 
Mr. WHERRY. I asked for a record 

vote. 
Mr. O'MAHONEY. I am not object­

ing to a record vote; I am merely calling 
the attention of the Senator to the fact 
that since the House had a record vote 
upon this matter, if we undertake to ask 
the House now to reverse its action, we 
do so knowing that there are fewer 
Members of the House present than were 
present when the vote was taken. 

Mr. WHERRY. I think the point is 
well -taken, ..tnd I thank the Senator. I 
want the Finance Committee to know 
that I do not desire to cause any diffi­
culty; I want to cooperate 100 percent. 
But I do know that the members of the 
Small Business Committee have gone 
throughout the length and breadth of 
this land, and the telegram to which I 
have referred is not unusual. We have 
had telegrams for days and weeks and 
months asking for this remedial pro­
vision, and I have made definite commit­
ments that this amendment would be 
offered to this tax bill. I am quite sure 
that the distinguished chairman of the 
Finance Commitee knows I talked to him 
about it. I wanted to get it into the bill. 
I wanted the committee to accept it, and 
I feel so deeply about it that I feel we 
should have a record vote. 

Mr. GURNEY. Mr. -President, will the 
Senator yield? 

Mr. WHERRY. I yield. 
Mr. GURNEY. I merely wish to point 

out to the Senator from Nebraska that 
the ar-gument the Senator, from Wyo­
ming used could have been used against 
the railroad amendment, which was de­
feated here a few minutes ago, because 
the House had ~ vote of 240 to 91, or 
something in that neighborhood, in favor 
of the provision, which the Senate re­
jected. 

Mr. O'MAHONEY. Mr. President, that 
is an incorrect statement of fact, if I am 
correctly adviSed. There was no rec­
ord vote in the House upon the railroad 
amendment at all. 

Mr. GURNEY. I know nothing about 
it except that the statement was made 
that a record vote was taken. 

Mr. BARKLEY. Mr. President, will 
the Senator from Nebraska yield? 

Mr. WHERRY. I yield. 
Mr. BARKLEY. I merely wish to say 

that the railroad amendment was put. 
in the House bill at the last moment by 
the committee. There was no separate 
vote on it, and it would have required a 
rule to get a separate vote. They did 
have a rule for a vote on the proposal of 
the -Senator from Nebraska, and had a 
record vote under the rule. - -

Mr. WHERRY. The statement did 
not come from me. I think. what the 
distinguished Senator from South Da­
kota referred to was the vote on the 
amendment I offered. 

Mr. WHEELER. Mr. President-­
The PRESIDING OFFICER (Mr. HILL 

in the chair). Does the Senator from 
Nebraska yield to the Senator from Mon­
tana? 

Mr. WHERRY. I yield. 
Mr. WHEELER. I feel very sym­

pathetic to what the Senator from 
Nebraska has said, and to his amend­
ment, but I do wish to say that I think the 
Senator is jeopardizing the whole piece 
of legislation by offering the amendment, 
because if it should be adoptee:, my in­
formation is that it would have to be sub­
mitted to the House again, and with a 
majority gone, one Member could hold it 
up, whereas-as to the other amendment 
the chances are that that would not hap~ 
pen. I think if the amendment should 
be adopted it would jeopardize the only 
relief the small businessmen _wi_ll get, and, 
much as I am in sympathy with the 
amendment, I think, frankly, it is a mis­
ta~re to offer it at this time. 

The PRESIDENT pro tempore. The 
question is on agreeing to the amend­
ments en bloc offered by the Senator 
from Nebraska [Mr. WHERRYJ. :,." 

Mr. WHERRY. I ask for the yeas and 
nays. 

The yeas and nays were ordered. 
Mr. GEORGE. Mr. President, I sug­

gest the absence of a quorum. But be­
fore the roll is called I should like to 
make a statement. Adoption of the 
amendment is a very certain way of de­
feating this tax legislation. I suggest 
most respectfully to Senators that this 
is a worth-while bill if we are really golng 
to approach realistically the whole re­
conversion program. If there is to be 
any benefit under this bill it will take 
the Treasury at least a couple of months 
to prepare and send out all the necessary 
forms and instructions, and not until 
tpe last quarter of this year can the 
Treasury begin to take action under the 
bill. 

I now suggest the absence of a quorum. 
The PRESIDENT pro tempore. The 

clerk will call the roll. · 
The legislative clerk called the roll, 

and the following Senators answered to 
their names: 
Aiken Hatch 
Austin Hawkes 
Ball Hickenlooper 
Barkley Hill 
Briggs Hoey . 
Brooks Johnson, Colo. 
Buck- · Johnston, S.C. 
Burton Kilgoi"e 
Bushfield La Follette 
Butler · Langer 
Byrd Lucas 
Capehart McClellan 
Cordon McKellar 
Donnell McMahon 
Ellender Magnuson 
Ferguson Maybank 
Fulbright Mead 
George Millikin 
Guffey Mitchell 
Gurney Murdock 
Hart Murray 

Myers 
O 'Daniel 
O'Mahoney 
Radcliffe 
Revercomb 
Robertson 
Russell 
Saltonstall 
Smith 
Stewart 
Taft 
Taylor 
Thomas, Okla. 
Tunnell 
Wheeler 
Wherry 
White 
Wiley 
Willis 
Young 

The PRESIDENT pro tempore. Sixty­
two Senators .having answered to their 
names, a quorum is_ present. 
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Mr. WHITE. Mr. President, much as 
I admire the Senator from Nebraska, I 
cannot support the amendment he has 
offered, and I have the earnest hope that 
he will not press it to a final vote at this 
time. 

Mr. President, there are two reasons 
which motivate me in the position I am 
taking. In the first place, the pending 
legislation comes before this body sanc­
tioned by the tax experts of the Senate 
of the United States. It comes here 
with the approval of men who have 
served on the Finance Committee of the 
Senate for long periods of time and who 
are the authorities on the tax problems 
of the Senate of th~ United States if 
anyone can qualify as a tax expert. 
This amendment does not have the ap­
proval of that committee. 

I submit in the first place that it is a 
very dai).gerous thing, a thing of doubtful 
wisdom, to attempt on the fi'Oor of this 
body to amend a tax bill which has had 
the sanction of this standing committee 
of the Senate of the United States. 

But beyond that, and as a very prac­
tical matter, so it seems to me, Mr. Presi­
dent, we are simply asking the House to · 
rebuff us if we adopt this amendment, in 
the light of the present circumstances. 
It appears clear that the House acted 
def!W.itively and by a record vote on sub­
stantially the same amendment, and de­
cided against it by an overwhelming ma­
jority of the Members of that body. It 
is simply inconceivable to me that with 
the reduced membership of the House, 
with most of that body now away from 
this city, a minority of the total mem­
bership of that House will allow to come 
to a final vote and will adopt there an 
amendment which the House with full 
membership h;as definitely passed on and 
definitely rejected. I feel that if the 
amendment were adopted by the Senate 
it would be nothing but a futility on our 
part, which would cause us embarrass­
ment and regret and accomplish nothing 
else. 

So i myself cannot support the amend­
ment of the Senator from Nebraska, and 
it would bring great pleasure to me if he 
felt it wise in all the circumstances to 
withdraw his amendment. . 

Mr. WHERRY. Mr. President, I am 
very thankful to the minority leader for 
his statement of the reason why he can­
not support the amendment. If I felt 
as he does I would not support it either. 
But Mr. President, it is not a question of 
our likes or dislikes. If there is anything 
I could do for him or for the majority 
leader I would do it. But we have been 
talking about this relief for 6 months. 
It has been asked for 1Jy Justice Byrnes. 

Mr. BARKLEY. Mr. President, will 
the Senator yield? 

Mr. WHERRY. I yield. 
Mr. BARKLEY. The Senator I think 

will admit that in Mr. Justice Byrnes' 
statement he did not anywhere suggest 
a retroactive tax provision, which this 
is. The Senator's amendment is retro-· 
active, and nowhere did Justice Byrnes 
suggest that. 

Mr: WHERRY. He asked that relief 
be given between VE-day and VJ-day. 
That is where we-are. This amendment 
has been talked about for months, from 
one corner of the land to the other, I 

do not know whether the committee· 
considered it or not. 

Let me say this for the Senator from 
Georgia [Mr. GEORGEl. No one could 
have been finer to me. He has done 
everything he could do. · I realize the 
parliamentary situation, and I am in­
deed sorry for it. At the same time, I 
think the record ought to be made as 
to how we feel about it, and I think if 
the House is in session we ought to act 
on the amendment, if we want to give 
relief to the businessmen of the country. 

We give billions of dollars to nations 
across the ocean; but when it comes to 
giving a little relief at home to help 
stabilize our economy, we run up against 
this technicality and that. technicality. 
Members of the House want to go home, 
and we cannot do anything unless we 
get together by Sa~urday night. I am 
ready to stay here all summer. I think 
that when we come to a piece of legis­
lation which is as important as this, to 
stabilize the econom~ of 45,000 small 
businessmen, we . ought to stand up and 
be counted, not only in the Senate, but 
also in the House. I think we ought 
to have a record vote, and we ought to 
send the amendments back to the House 
and ask the House to accept the Senate 
position. That is the reason I am forced 
to ask for a yea~and-nay vote. I hope 
the amendments will be agreed to. 

I regret exceedingly that we have a 
parliamentary situation which in any 
way embarrasses the distinguished 
chairman of the Committee on Finance, 
because I hold him in as high regard as 
I do any other Member of the Senate. 

Mr. MURRAY. Mr. President, I am 
supporting the amendn;l.ents offered by 
the distinguished Senator from Nebras­
ka. I think it would be very unfortunate 
if the technicality which has been ad­
vanced should prevent the Senate from 
acting favorably on these amendments. 
It seems to me that something must be 
done for the small concerns which are 
telegraphing to our committee complain­
ing about the situation. They are un­
able to get materials for reconversion, 
and tJ;ley face II;l.Onths of idleness in many 
parts of the country as a result· of their 
failure .to obtain materials. 

It seems to me that the least we should 
do to aid them in the reconversion pe­
riod is to adopt these amendments, which 
would advance the period of exemption 
up to 1945. I therefore hope that the 
Senate will accept the amendments. 

The PRESIDENT pro tempore. The 
question is on agreeing to the amend­
ments offered by the Senator from Ne­
braska, which are being considered en 
bloc. The yeas and nays have been 
ordered, ·and the clerk will call the roll. 

The legislative clerk called the roll. 
Mr. BUTLER. I have a pair with the 

senior Senator from Alabama [Mr. 
BANKHEAD J. I transfer that pair to the 
senior Senator from Idaho ·[Mr. THOMAS] 
and will vote. I vote "yea." 

Mr. HILL. I announce that the Sen­
ator from Virginia [Mr. GLASS] is absent 
because of illness. 

The Senator from Florida [Mr. PEP­
PER] is absent because of the death of 
his father. 

The Senator from North Carolina [Mr. 
BAILEY], the Senator from Alabama 
.lMr. BANKHEAD]~ the Senator from Texas 

[Mr. CoNNALLY], the Senators from 
Rhode Island [Mr. GERRY and Mr. 
GREEN], the Senator from Louisiana 
[1\IIr. OVERTON], the Senator from Utah 
[1\IIr. THOMAs], and the Senator from 
Maryland [Mr. TYDINGS] are absent on 
public business. 

The Senator from Florida [Mr. AN­
DREWS], the Senator from Mississippi 
[1\IIr. BILBO], the Senator from Kentucky 
[Mr. CHANDLER], the Senator from New 
Mexico EMr. CHAVEZ] , the Senator from 
California [Mr. DowNEY], the Senator 
from Mississippi [Mr. EASTLAND], the 
Senator from Arizona [Mr. HAYDEN], the 
Senator from Nevada [Mr. McCARRAN], 
the Senator from Arizona [Mr. Mc­
FARLAND], the Senator from Texas [Mr. 
O'DANIEL], the Senator from New York 
[Mr. WAGNER], and the Senator from 
Montana [Mr. WHEELER] are necessarily 
absent. 

I also announce the following general 
pairs: 

The Senator from New York [Mr. 
WAGNER] with the Senator from Kansas 
[Mr. REED]. 

The Senator from Utah [Mr. THOMAS] 
with the Senator from New Hampshire 
[Mr. BRIDGEs]. . 

Mr. WHERRY. The Senator from 
New Hampshire [Mr. BRIDGES] has a gen­
eral pair with the Senator from Utah 
[Mr. THOMAS]. 

The Senator from Kansas EMr. REED] 
has a general pair with the Senator from 
New York [Mr. WAGNER]. 

The Senator from California [Mr. · 
JOHNSON] is unavoidably absent. 

The Senator from Idaho [Mr. THoMAs] 
is absent because of illness. 
. The Senator from Iowa [Mr. WILSON] 
is absent on official business. 

The following Senators are unavoid­
ably detained on public business: 

The Senator from Kansas [Mr. CAP­
PER], the Senator from Oklahoma [Mr. 
MoORE]. the Senator from Minnesota 
[Mr. SHIPSTEAD], the Senator from New 
Hampshire [Mr. ToBEY], and the Sena­
tor from Michigan [Mr. VANDENBERG]. 

The result was announced-yeas 30, 
nays 31, as follows: 

Aiken 
Ball 
Brooks 
Buck 
Burton 
Bushfield 
Butler 
Capehart 
Cordon 
Ellender 

Austin 
Barkley 
Briggs 
Byrd 
Donnell 
Fulbright 
George 
Guffey 
Hart.. 
Hatch 
Hill 

Andrews 
Bailey 
Bankhead 
Bilbo 
Brewster 
Bridges 
Capper 
Chandler 
Chavez 
Connally 
Downey 
Eastland 

YEA&-30 
Ferguson Robertson 
Gurney Russell 
Hawkes Smit h 
Hickenlooper Stewart 
Johnson, Colo. Taft 
Langer . Thomas, Okla. 
Mea d Wherry 
Millikin Wiley 
Murray Willis 
Revercomb Young 

NAY&-31 
Hoey , Murdock 
Johnston, S. C. Myers 
Kilgore O 'Mahoney 
La Follette Radcliffe 
Lucas Saltonstall 
McClellan Taylor 
McKellar Tun nell 
McMahon Wheeler 
Magnuson White 
May bank 
Mitchell 

NOT VOTING-34 
Gerry Reed 
Glass Shipstead 
Green Thomas, Idaho 
Hayden Thomas, Utah 
Johnson, Calif. Tobey 
McCarran Tydings 
McFarland Vandenberg 
Moore Wagner 
Morse Wa!sh 
O 'Daniel Wilson 
Overton 
Pepper 
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So Mr. WHERRY's amendments were 

rejected. 
Mr. MURDOCK. Mr. President, I 

offer the amendment which I send to the 
desk and ask to have stated. 

The PRESIDENT pro tempore. The 
amendment offered by the Senator from 
Utah will be stated. 

The LEGISLATIVE CLERK. On page 28, 
after line 11, it is proposed to insert the 
following: 

That section 23 (m) of the Internal Reve­
nue Code is amended by adding the following 
at the end of the first paragraph thereof: 

"All expenditures for wages, fuel, repairs, 
hauling, supplies, and so forth, incident to 
and 11ecessary for the drilling of wells and the 
preparation of wells for the production of 
oil or gas may, at the option of the taxpayer, 
be deducted from gross income as an expense 
or charged to capital account. In addition 
to the foregoing option, the cost of drilling 
nonproductive wells at the option of the tax­
payer may be deducted from gross income for 
the year in which the taxpayer completes 
such a well or be charged to capital account 
returnable through depletion as in the case 
of productive wells." 

SEc. 2. (a) Taxable years beginning after 
December 31, 1944: The amendment made by 
section 1 shall be applied to all taxable years 
beginning after December 31, 1944, but shall 
not be deemed to grant a new option to any 
taxpayer who has exercised an option in ac­
cordance with regulations in force prior to 
the enactment of this joint resolution. 

(b) Taxable years beginning prior to Jan­
uary 1, 1945: If, in computing income and 
profits taxes for any taxable year beginning 
prior to January 1, 1945, the taxpayer de­
ducted intangible drilling and development 
costs from gross income as an expense and 
such deduction was taken in accordance with 
an option granted under regulations then in 
torce, such deduction shall be deemed to be 
allowable under the · law applicable to such 
taxable year. 

Mr. MURDOCK. Mr. President, if I 
may have the attention of the Senate, I 
shall hurriedly state the purpose and' 
effect of the amendment and what it 
would accomplish. A recent statement 
in an opinion of the Fifth Circuit Court 
of Appeals was to the effect that its 
decision involving a regulation of the 
Bureau of Internal Revenue in the iden­
tical language of my proposed amend­
ment could have involved adjustments 
of $1,000,000,000 in income taxes. For 
years a regulation promulgated by the 
Treasury Department granted to the tax­
payer engaged in the business of drilling 
oil well the option of either charging to 
his expense account the intangible ex­
penses and costs of drilling an oil well 
or charging them to his capital account: 
That regulation has . been a part of .the 
,Treasury regulations under the tax law 
for several years. 

Recently, in a tax case, a taxpayer 
claimed deductions, as expenses, of the 
intangible costs of drilling certain oil 
wells. The validity of the deductions 
was challenged, disallowed by the Com-

. missioner of Internal -Revenue, and the 
taxpayer appealed to The Tax Court. 

The Tax Court held that, notwith­
standing the regulation, in that particu­
lar case the intangible costs cf drilling 
could not be charged as expenses and 
must be charged to the capital account. 

The· case was appealed by the _tax­
payer to the Federal Circuit Court for the 
Fifth Circuit. The circuit court held 

that the regulation was violative of the 
tax laws involved and hence void, and 
decided against the taxpayer, affirming 
the decision of the Tax Court. 

After that decision was rendered, the 
Bureau of Internal Revenue on March · 
29, 1945, following the decision of the 
Federal circuit court-which, as I recall, 
was on March 5, 1945-handed out the 
following statement: 

Special ruling, March 29, 1945. 
Deductions: Depletions: Deductibility of 

oil- and gas-well drilling costs as expenses. 

Mr. · President, I wish to have the 
Senate pay strict attention to this 
statement issued by the Commissioner of 
Internal Revenue: 

Notwithstanding the decision of the fifth 
circuit in the F. H. ~. OiL Co. case (45-1 
U. S. T. C., sec. 9200) that the option given 
by regulations to treat as expense oil and 
gas well drilling r;osts is contrary to law, the 
Bureau of Internal Revenue will continue to 
follow the provisions of section 29.23 (m)-16 
of regulation 111, and corresponding pro­
visions of prior regulations. In the event of 
a clarification of the law impelling a change 
from the rule applied in the regulations, in 
no event would such a change be retroactive 
unless so directed by Congress. 

Mr. President, as a result of that state­
ment we have the strange anomaly that 
a bureau ha.s said to the taxpayers of 
the United States that, notwithstanding 
a decision of a Federal circuit court of 
appeals that a regulation is violative of 
the statutes and hence void, it-the 
bureau-will administer the regulation 
as it has in the past. 

Mr. LUCAS. Mr. President, will the 
Senator yield? 

Mr. MURDOCK. I yield. 
Mr. LUCAS. Do I correctly under­

stand that the ·Bure-au of Internal Rev­
enue held that the court really violated 
the law in making the decision which it 
did? 

Mr. MURDOCK. The Senator is cor­
rect. The regulation and statement 
which I have just read simply provide 
in substance-! do not wish to repeat 
them-that notwithstanding a decision 
of the Federal Court of Appeals for the 
Flfth Circuit holding void and contrary 
to law a certain regulation, the Bureau 
of Internal Revenue will ignore the de­
cision and will continue the regulation in 
force, as it has done in the past. 

Mr. CORDON. Mr. 'President, will the 
Senator yield? 

Mr. MURDOCK. I yield. 
Mr. CORDON. Do I correctly under­

stand that the . decision of the Court of 
Appeals has become final, or is there a 
further appeal in the matter? 

Mr. MURDOCK. I was coming to that 
point. After the first decision of the 
Court was handed down and after the 
statement to which I have referred was 
made by the Bureau of Internal Rev­
enue, due to the tremendous amount of · 
tax adjustments that might be involved, 
to wit, $1,000,000,000-as was set out in 
the briefs of counsel for the oil com­
panies-a rehearing of the i:natte:r was 
had. 

In the rehearing the Federal court said 
that because of the fact that $1,000,000,-
000 in tax adjustments might be in­
volved, instead of holding, as it had in its 
first decision·, that the regulation was 

wholly void, it would hold in the second 
decision, on the rehearing, that the fa'cts 
in the case did not come within the regu­
lation. The court in its decision on the 
rehearing limited its application to just 
the cases before it and without holding 
the regulation generally invalid. But the 
court maintained, as it did in the first 
case, that when an oil well is drilled as 
the consideration for acquisition of an 
interest in oil property, the expense of 
drilling the well cannot be considered as 
an expense, but must be considered as a 
capital expenditure. 

Mr. LUCAS. Then, am I correct in 
understanding that that decision is final? 

Mr. MURDOCK. It is final insofar as 
that Court is concerned. 

However, we have the following very 
strange anomaly-and I hope Senators 
will pay attention to this: The court up­
held the Commissioner of Internal Reve­
nue; and after the Commissioner was 
upheld by the Court's decision, he said, 
"Notwithstanding the decision, the reg­
ulation still stands." It was after this 
stat'ement that the court modified its 
decision as I have heretofore indicated. 

Mr. President, on how many occasions 
have we heard Senators on both sides 
of. the aisle condemn legislation because 
of provisions holding that the findings 
of fact of bureaus could not be inter­
fered with by a Federal court? !How 
often have we heard legislation chal­
lenged on the floor of the Senate because 
there had not been an adequate appeal 
to the courts from the decisions of bu­
reaus? However, under the circum­
stances which I now relate, we have had 
a complete reversal of that situation, 
and we find a bureau defying a Federal 
court. Stranger than that, we find the 
Congress of the United States, for the 
first time in its entire history, resorting 
to a concurrent resolution, which I will 
later place in the RECORD, in order to set 
the Congress up as an appellate court 
for the purpose of interpreting the laws 
of the country, and in so doing con­
demning the decision o{ a Federal court. 

Many Senators have saUl they believe 
in the absolute independence of the 
judiciary. I ask those Senators to give 
attention to what is being done right 
here in the Halls of Congress. 

Mr. President, I ask unanimous con­
sent that the decision of The Tax Court 
in this case be printed in the RECORD at 
this point as a part of my· remarks 

There being no objection, the decision 
was ordered to be printed in the RECORD, 
as follows: 

OPINION 

Hill, Judge: We are first called upon to de­
termine whether petitioners are entitled to 
deduct from income in each of the taxable 
years in question "intangible drilling and 
development costs" incurred in the drilling 
of nine oil wells on leased property. The 
amounts expended are not in controversy. 
Petitioners assert that regulations 101, sec­
tion 23 (m)-16,1 and the identical provision 

1 Art. 23 (m) -16. Charges to capital and 
to expense in the case of oil and gas wells.­
( a) Items chargeable to capital or to expense 
at taxpayer's option: 

(1) Option with respect to intangible drill­
ing and development costs in general: All ex­
penditures for wages, fuel, repairs, hauling, • 
supplies, etc., incident to and necessary for 
the drilling of wells, and the preparation of 
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of regulations 103, granting to them an op-' 
tion to deduct such expenditures or to charge 
them to capital, apply in this proceeding. 

If they do, then petitioners must prevail, 
for they previously exercised the option in 
favor of deducting intangible drilling and 
developmen+: costs. However, respondent 
contends that the Jption does not extend to 
such costs incurred under the facts here, on 
the ground that the drilling and completion 
of the wells in question were a part of the 
consideration for the acquisition of rights 
under the several leases and assignments. 

Thus, we have a clear-cut issue and one 
which is new only as it bears upon the par­
ticular facts which are here before us. 'l'he 
principle to be applied is settled. It is well 
stated in Hardesty v. Commissioner (127 Fed. 
(2d) 843), as follows: 

"The ultimate question for decision, there­
fore, is whether or not the oil wells.drilled in 
this case were drilled as consideration for the 
assignment of the undivided interests in the 
oil properties; for if they were drilled as con­
sideration for the assignment, the drillin.g 
and development costs are not deductible 
under the regulation but must be treated as 
a capital expenditure. • • *" 

The answer to this question has recently 
been held determinative under similar facts 
in Hunt v. Commissioner (135 Fed. (2d) 
697) ; Stansylvania Oil & Gas Co. v. Com­
missioner (135 Fed. (2d) 743); and Walsh v. 
Commissioner (135 Feci. (2d) 701). So it js 

1n the present proceeding. 
Petitioners first attack the principle' itself 

and the conclusions reached in the above 
cited.c.cases which support it. They argue 
thaef'.there exists no basis for an exception 
in instances where drilling is performed as a 
part of the consideration for capital in­
terests acquired. Hence, they say, cases re­
fusing the option in such instances are in­
correctly decided and should not be followed. 
We are not impressed by this contention. 

Petitioners' further contentions are ad­
vanced upon the premise that the Hardesty 
case and the others in its line apply solely 
to instances where drilling is expressly stated 
in the lease instrument as constituting a 
consideration for thf' property rights which 
passed thereunder. Proceeding upon this 
premise, petitioners seek to distinguish the 
facts here except as to their acquisition of 
interests in 15.4375 acres of the McKinzie 
tract from McMeans, King, Madigan, and 
Cheatham. Save as noted, petitioners allege, 
in short, that under the terms of each in­
strument in evidence they were not obligated 
to drill; that they could not be forced to 
respond in damages for failure to drill; and 
that drilling provisions were conditions sub­
sequent, the failure to perform which merely 
resulted in the divesting of title to property 
which had vested in them upon the execu­
tion of the particular instrument. They urge 
these cixcumstances as taking the case with­
out the ambit of the Hardesty case and the 
rule there applied and, conversely, as plac­
ing it within that of regulations 101:, section 
23 (m) -16, supra. 

Petitioners' contentions beg the question. 
As we have indicated, the determinative 
inquiry to be made is whether the drilling 
_of the wells constituted a part of the con-

wells for the production of oil or gas, tnay, at 
the option. of. the taxpayer, be deducted from 
gross income as an expense or charged to 
capital account. Stich expenditures have for · 
convenience been termed intangible drilling 
and development costs. • • • 

(2) Option with respect to cost of nonpro­
ductive wells: In addition to the foregoing 
option the cost of drilling nonproductive 
wells at the option of the taxpayer may be 
deducted from gross income for the year in 
which the taxpayer completes such a well or 
be charged to capital account returnable 
through depletion and depreciation as in the 
case of productive wells. 

sideratlon for the interests which petition­
ers acquired in the several tracts. This in­
quiry is not limited to a casual examination 
of the leases and assignments to ascertain 
if the· parties therein expressly stated that 
drilling was "consideration" for the grant. 
Nor can the question be resolved by noting 
that the drilling provisions have the aspect 
of conditions rather than covenants or prom­
ises. · A conclusion based upon this distinc­
tion would exalt words over substance. 
Moreover, the answer is not dependent upon 
whether the leasehold interests be regarded 
as vesting upon the execution of the leases 
or assignments, subject to defeasance for 
nonperformance of conditions, or upon the 
completion of wells upon each of the leased 
~~ -

In United States v. Sentinel Oil Co. (109 
Fed. (2d) 854), the court ·said: 

"Appellee attempts to _distinguish the State 
Consolidated case from the instant one, by 
the fact that in the former case title to the 
property was not to pass until after the 
property owner had received his $1,400 from 
the proceeds of the well, while in the instant 
case title passed upon the execution of the 
contract. We do not think that this distinc­
tion changes the situation. In both cases 
the drilling expenditures were the considera­
tion for the passing of title to the land." 

We do not unders nd the Hardesty and 
other recently reported decisions as requiring 
varying answers contingent upon variables 
in terminology used in the leases. Petitioners 
err in assuming that they stand for any such 
amorphous distinction. While it may be true 
that the instruments considered in these 
cases did contain express provisions to drill, 
the decisions were based, as we have said, 
upon the fact that the drilling was a con­
sideration for the interests acquired, not 
upon the formalities of conveyancing. ~ 

With the foregoing explanation of the prin­
ciple involved and the contentions of the 
parties, we come to a consideration of the 
real question. The several leases and assign­
ments through which petitioners claim to 
have acquired rights and interests in the 
first seven tracts listed in the findings of 
t:act may be considered together. In each 
instance the property was leased for the pur­
pose of mining and operating for oil and gas 
and for a purely nominal consideration. In 
each instance the instrument contained a 
clause which provided, in substance, that 
unless the petitioners commenced an oil well 
within a certain number of days and dili­
gently prosecuted the drilling to completion 
the lease and assignment would terminate as 
to both petitioners and their grantors. 
These instruments, consequently, fall within 
the category of the "unless" form of lease 
which terminates ipso facto upon the failure 
to exercise the option granted. Bowes v. 
Republic Oil Co. f (Mont., 1927), 252 Pac. 
800). The usual "unless" lease contains a · 
provision entitling the lessee to extend the 
time during which he must drill to avoid 
termination by the payment of a specified 
rental. However, no so-called delay rental 
clauses are here involved. Such a printed 
clause was deleted in one of the leases cover­
ing the Standard of Kansas tract and was 
expressly subordinated to the typed drilling 
provision in the other. Although not so 
stated in the lease, construction requires 
that the printed delay rental provision be 
held subordinate to the typed drilling pro­
vision in the lease involving the First Na­
tional ·Bank tract. Habermel v. Mong (31 
Fed. (2d) 822). None of the other instru­
ments contain a delay rental clause. In view 
of the expressed limitation of the grants, 
the nominal consideration, the provisions 
for drilling within a period measured in days, 
and the refusal to accord options to extend 
the period by the payment of rentals, it ap­
pears obvious that the primary purpose of 
these leases and assignments was to procure 

the drilling of wells to test the underlying 
structure for oil. It cannot be gainsaid that 
the essence of the consideration for such 
leases and assignments was the drilling of the 
wells in question. Chi.-Okla. Oil & Gas Co. 
v. Sh ertzer ( (Ol~la., 1924), 231 Pac. 877); 
Investors' Utility Corp. v. Challacombe ((Tex., 
1931). 39 sw. (2d) 175). . 

The same conclusion obtains when the 
question is approached from the petitioners' 
standpoint. In this view it is necessary to 
determine what interests petitioners had in 
each tract, as grantees, after the date of each 
lease or assignment but before a well was 
completed on the tract. As we have indi­
cated above, petitioners contend that they 
had a fee interest, subject to termination 
upon breach of condition subsequent and, 
since they were thus drilling upon their own 
property, that the deduction for intangible 
drilling costs must be allowed. However, 
petitioners misconceive the legal effect of 
their "unless" leases and assignments. 
These instruments did not confer upon peti­
tioners a title to the several tracts, but merely 
gave to them a privilege of going upon the 
land for the purpose of drilling a well. The 
effect of the "unless" lease with a delay rental 
clause was stated by the Circuit Court of 
Appeals for the Fifth Circuit in Gillespie v. 
·Bobo (271 Fed. 641), wherein the court said: 

"Such instruments as the one in question 
have been passed on frequently by the courts 
of Texas. It is well settled by the decisions 
of those cou1·ts that such an instrument con­
fers on the so-called lessee a privilege for the 
specified time, with the option to secure the 
extension of the privilege for an additional 
period upon complying with the prescribed 
condition, and that time is of the essence of 
such a provision as the one above set out. 
Ford v. Barton (Tex. Civ. App.) (224 S. W. 
268); Bailey v. Williams (Tex. Civ. App.) (223 
s. w. 311); Young v. Jones (Tex. Civ. App.) 
(222 S. W. 691); Ford v. Cochran (Tex. Civ. 
App.) (223 S. W. 1041) ." 

The court in that case further said: 
"The consequence of a failure to do what 

is required to acquire a right or thing is not 
a forfeiture of it. • • • The equitable 
rule as to relieving against forfeitures has 
no application to the case of a failure of a 
holder of an option to do, within the· fixed 
time, what is required to acquire the thing 
which is the subject of the option. Equity 
does not undertake to dispense with com~ 
pliance with what is made a condition prec­
edent to the acquisition of a right." 

The instruments here conferred merely the 
same rights upon petitioners as the lease 
involved in the Gillespie case gave to the 
lessee, less the option to secure an extension 
of time. Petitioners had no capital interest 
in the property until the wells were com­
menced and completed in accordance with 
the terms of the drilling provisions. It fol­
lows that such provisions could not be con­
ditions subsequent terminating an interest 
theretofore obtained. The Supreme Court 
of Texas takes a like view. In Waggoner Es­
tate v. Sigler Oil Co. (19 S. W. (2d) 27, 30), 
that court said: 

"A clause similar to the first [this clause 
provided that if no well was commenced on 
the land or on before June 1, 1919, the lease 
should terminate as to both parties) was 
referred to is a dictum in Texas Co. v. Davis, 
(113 Tex. 331, 254 S. W. 304, 255 S. W. 601), 
as creating a condition subsequent; that 
effect having been ascribed to it by distin- · 
guished counsel on both sides. and by the 
learned judges writing the majority and 
minority opinions in the Court of Civil AP-. 
peals (232 s. W. 549). This m ay have arisen 
from failure to recognize a distinction be­
tween the customary 'drill er pay• clause 
and the 'unless' clause. The clauses under 
consideration in the Davis case and here 
come within the class of 'unless' clauses~ 
The. correct rule seems to. be that, while 
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the usual 'drill or pay' clause 1n an oil lease 
does introduce a condition subsequent, for 
the benefit of the lessor alone, yet, as said 
by Mr. Summers, 'where the "unless" drilling 
clause is used, a failure of the lessee to drill 
or pay a stipulated sum of money ipso facto 
terminates the lease, without the necessity 
of reentry, action or their equivalents by 
the lessor. For this reason the interest cre­
ated in the lessee by such lease cannot be 
one terminable by breach of condition sub­
sequent.'" 

In that case the Supreme Court of Texas 
further clearly indicates the determinative 
characteristic of a condition subsequent as 
applied to oil and gas leases as follows: "As 
stated in Justice Bonner's opinion, under a 
limitation the estate granted is automatically 
terminated on the happening of stipulated 
events, while under a condition subsequent 
the lessor has the election to terminate or 
continue the contract after breach of the 
condition." 

Under the "unless" provision of the leases 
and assignments in the instant proceeding 
the failure to perform the condition to drill 
would ipso facto terminate the conrtact as 
to both parties. In such event the lessor or 
assignor would have no right of election to 
terminate or to continue the contract. 
Hence, such condition was not a condition 
subsequent. 

In Chi-Okla. Oil & Gas Co., an oil and 
gas lease required the drilling of a test well 
within a specified time and provided that the 
failure so to drill would ipso facto terminate 
the lease. The Supreme Court of Oklahoma 
stated in its opinion therein that-

"As the right of the lessee to the possession 
of any part of the lands depends upon his 
entry for the purpose of prospecting for the 
minerals, the mere grant of such right by the 
terms of the lease does not operate, in 
praesenti, to vest an estate in the lands in 
the lease. Lowther Oil & Gas Co. v. Miller­
Sibley Oil Co. (53 W. Va. 501, 44 S. E. 433, 
97 Am. St. Rept. 1027.)" 

The quoted pronouncement of the Okla­
homa Supreme Court is applicable to the 
facts here. It follows that the vesting of an 
estate under the lease there involved and 
similarly under the leases and assignments 
here involved occurred only upon the per­
formance of the condition to drill the test 
well. Such condition was, therefore, not a 
condition subsequent to the vesting of title 
but was a condition precedent to such vest­
ing. It is obvious that there can be no di­
vestiture of title by the failure to ·perform 
a condition the performance of which is nec­
essary to the vesting of title. 

We think it clear that the right to oil and 
mineral in place, obviously a capital asset, 
accrued to petitioners under each "unless" 
instrument only upon the drilling of the well. 
The exercise of the privilege to drill was the 
assumption of the obligation to drill, the 
performance of which was the primary con­
sideration for the leasehold interest in each 
tract. Petitioners drilled not to prevent the 
loss of something already acquired or to 
avoid liability for damages, but to acquire 
the thing for which the drilling was required 
as consideration, namely, title to oil in place. 
Since the intangible drilling and develop­
ment costs here involved arose in connection 
with the drilling of the first well on each 
tract, it is apparent from the foregoing dis­
cussion that they form a part of the .consid­
eration for and constitute capital expendi­
tures in the acquisition of the First National 
Bank, Standard of Kansas, Dodge, M. K. 
Carter, A. W. Johnson, Burkitt, and Betz­
Robinson tracts. Accordingly, such costs may 
not be deducted but can be recovered only 
through depletion allowances. Hardesty v. 
Commissioner, supra; Hunt v. Commissioner, 
supra; Walsh v. Commissioner, supra; Hugh 
Hodges Drilling Co. (43 B. T. A. 1045); Nunn­
Stubblefield Oil Co. (31 B. T. A. 180). 

We next consider the question in relation 
to the drilling of the dry hole on the Monnig 
tract. In each instance the assignment to 
petitioners was no'!( executed until after they 
had drilled on the property. Petitioners 
drilled to enjoy the avails of a contract 
···hereby the first parties agreed to assign 
their leasehold interest in the tract provided 
petit,ioners performed a positive undertaking 
to drill. Performance was required in order 
to obtain any interest in the tract which was 
the subject of the contract. In the final 
analysis the position of the parties was prac­
tically identical to that existing in respect to 
the "unless" type instruments. Under the 
latter, leasehold interests automatically be­
came vested in petitioners when the drilling 
requirement was performed, while here the 
passing of title was contingent upon the ex­
ecution of a further instrument, the assign­
ment itself. However, in both cases peti­
tioners were entitled to no interest in oil in 
place until a well was drilled. Clearly the 
drilling of the well on the Monnig tract also 
was a consideration for the interests ac­
quired. See Nunn-Stubblefield Oil Co., supra, 
wherein the material facts are undistinguish­
able from those here giving rise to the Mon­
nig leasehold. 

Petitioners contend that the rule of the 
Hardesty case ·does not apply where the well 
turns out to be as here a dry hole. There is 
no merit to this contention. United States v. 
Sentinel Oil Co., supra. · Regardless of the 
outcome, the drilling operation was under­
taken as a part of the consideration for the 
assignment of the lease. The option accord­
ed by the regulations to expense the cost of 
nonproductive wells extends only to situa­
tions in which such a well is drilled by the 
taxpayer on land in which he has a fee 
interest. 

The instruments in evidence to sustain 
the deduction claimed respecting the McKin­
zie tract present a different picture. By the 
agreement dated November 4, 1938, peti­
tioners specifically agreed to commence and 
continue a well as part of the consideration 
for the assignment of interests in 11.25 acres. 
Petitioners were released from the obligation 
as to 2 acres 3 days later. Drilling was like­
wise expressly made a consideration for the 
assignment of H. F. Cheatham's interest in 
6.1875 acres of the McKinzie tract. H~nce, in 
respect of 15.4375 acres in this tract peti­
tioners clearly drilled the well as a considera­
tion for the acquisition of a capital asset and 
petitioners concede as much. None of the 
other instruments in evidence, however, con­
tain any reference whatever to drilling. Ac­
cordingly, petitioners contend that they need 
capitalize only so much of the intangible 
drilling costs of the McKinzie well as 15.4375 
bears to 67.5. This contention is based upon 
the theory that their interests in the McKin• 
zie tract embraced a total o:i: 677'2 acres and 
is made in reliance on Hunt v. Commisioner, 
supra. 

The difficulty in following petitioners lies 
not with their general proposition, but in the 
state of the record. It is elementary that the 
burden of showing the respondent's deter­
mination to be erroneous falls upon the pe­
titioners. Among other fact~. petitioners 
here were each obliged to establish that they 
had an interest in each tract upon which 
they drilled; that the drilling was not con­
sideration for the interests acquired; and, 
with respect to the McKinzie tract which 
raises the apportionment issue, the numera­
tor and denominator of the ratio to be ap­
plied. To establish these matters in connec­
tion with the McKinzie tract petitioners of­
fered in evidence llinstrument::;, all of which 
were received. One was an oil lease covering 
a seven-sixteenths interest in a 67lf2 -acre 
tract. However, this interest was granted to 
Carter & Gragg Oil Co., a partnership. There 
is nothing in the record which purports to 
show that petitioners acquired any interest 
whatever in this portion of the 67¥2 -acre tract 

from Carter & Gragg, or anyone else. We can­
not indulge in an assumption that they did. 

Of the remaining 10 instruments, 3 were 
assignments of a one-tenth interest in a 
certain lease by which Alice McKinzie leased 
her undivided interest in the 67 lf2 -acre tract. 
Two instruments were assignments of a one­
third interest in a certain lease by which 
other parties leased their undivided interest 
in the 677'2 -acre tract. We do not know the 
extent of the original lessors' interests in 
the tract, however, since the leases them­
selves were not offered in evidence and no 
testimony was given on this point. Conse­
quently, we are unable to determine what 
interests petitioners obtained. Moreover, - a 
one-sixteenth interest in the 677'2 -acre tract 
is altogether unaccounted for. It is obvious 
that proof of the denominator of the appor­
tionment ratio is lacking to such a degree 
as to make any figure a mere guess. In these 
circumstances we must sustain respondent. 

Furthermore, it is at once apparent that 
petitioners have failed to prove a right to 
expense the intangible cost of the McKinzie 
well upon a totally different ground. As we 
have stated, several of the assignments con­
tained no drilling provisions. Upon this fact 
alone is based petitioners' contention that 
drilling could constitute no part of the con­
sideration for the interests thus acquired. 
But as assignees of a lease petitioners ac­
quired no greater rights than those of their 
assignor thereunder and were subject to all 
the obligations, conditions, and considera­
tions imposed by the lease upon the assignor. 
None of the leases in relation to the McKinzie 
tract, except the lease to Carter-Gragg_ Oil 
Co., were offered in evidence and no evidence 
was offered as to the provisions thereof. Not 
having the information which such evi­
dence would afford for consideration in con­
nection with the provisions of the interven­
ing assignments of the leases, we have no 
factual basis upon which to determine 
whether it is permissible under the regula­
tions in question to expense the intangible 
drilling costs of the well drilled on such 
leased premises. We cannot, therefore, hold 
that respondent erred in denying the ap­
plicability of such regulations in respect of 
the drilling of such well. 

This obstlrvatlon applies also to the State 
of the proof respecting petitioners' acquisi­
tion of interests in the A. W. Johnson, M. K. 
Carter, Burkitt, Betz-Robinson, and Manning 
tracts. In each instance the assignments 
covering these properties themselves con­
tained drilling provisions which, as we have 
held, required drilling as a part of the con­
sideration for the capital assets which peti­
tioners acquired. This suffices to support 
our conclusion as to the drilling expenses on 
these tracts. Hpwever, had these assign­
ments been silent regarding drilling or had 
drilling provisions therein been of a char­
acter not bringing them within 1jhe rule of 
the Hardesty case, we would still be obliged 
to approve the respondent's determination 
disallowing deductions for the intangible 
costs of the wells on these tracts, since 
neither the underlying leases nor their pro­
visions are before us. 

FHE was not a lessee under the lease con­
veying interests in the First National Bank 
tract . . Fleming-Kimbell was not mentioned 
in the assignment of the leasehold interest 
in the ·Betz-Robinson tract. No evidence was 
offered to supply the missing links. Never­
theless, FHE claimed a deduction for in­
tangible drilling expenses in connection with 
the First National Bank well and Fleming­
Kimbell claimed one for similar expenses in 
connection with the Betz-Robinson well. It 
can not be saio, and in fact is not contended 
that such expenses are deductible on the 
theory that petitioners, in the named in­
stances, were merely acting as contractors 
drilling for others and so entitled to a busi­
ness expense deduction, for petitioners did 
not actually do the d~illing. The drilling was 
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contracted by them, not to them. Such ex­
penses are not deductible by FHE in respect 
of the well on the First National Bank tract 
nor by Fleming-Kimbell in respect of the wen 
on the Betz-Robinson tract, because of fail­
ure to prove an interest, respectively, in such 
tracts. 

For the reasons discussed above we hold 
that petitioners are not entitled to expense 
the intangible drilling and development costs 
connected With any of the nine wells. 

The second question in this proceeding 
is whether charitable contributions made by 
Fleming-KimbeU during the taxable year 

·ended April 30, 1939, are to be deducted from 
gross income from the property in compqting 
the limitation on percentage depletion pur­
suant to section 114 (b) (3) of the Revenue 
Act of ~938. Respondent claims that they 
are, while petitioners contend to the con-
trary. ' 

The statute provides that the allowance 
for percentage depletion shall not exceed 50 
percent of the net income of the taxpayer 
from the property (computed without allow­
ance for depletion). The Commissioner h as 
issued a regulation 2 defining the term "net 
income of the taxpayer from the property" 
for the purposes of this limitation. It re­
quires that "gross income from the prop­
erty" be reduced by the allowable deductions 
attributable to the mineral property upon 
which the depletion is claimed. Montreal 
Mining Co. (2 T. C. 688). It does -not pro­
vide that gross income must be reduced by 
all the deductions which may be allowed the 
taxpayer by statute. The answer here turns 
UPfin whether the charitable deductions in 
question are attributable to Fleming-Kim­
hell's oil properties. 

We do not think that they are so attributa­
ble. To be deductible as ordinary and neces­
sary expenses under section 23 (a) of the 
Revenue Act of 1938, charitable contribu­
tions must have in a direct sense a reasona­
ble relation to the business of the taxpayer 
corporation. However, the respondent makes 
no contention that the charitable contribu­
tions involved here were so closely related to 
Fleming-Kimbell's business as to make them 
deductible under section 23 (a). On the 
contrary, the parties seem to assume that 
the instant charitable contributions are of 
the character deductible only by virtue of 
section 23 (g) of the Revenue Act of 1938, 
which permits the deduction of certain con­
tributions up to a limited amount regardless 
of their connection with a corporate tax­
payer's business. Charitable contribut ions 
thus deductible do not appear to constitute 
deductions a~tributable to the mineral prop­
erty upon which depletion is claimed within 
the meaning .of the quoted regulations. On 
this issue, we sustain the petitioner. 

Reviewed by the court. 
Decisions will be entered under Rule 50. 

Mr. MURDOCK. I ask unanimous 
consent that the statement of the Bureau 

2 ART. 23 (m)-1. Depletion of mines, oil and 
gas wells, other natural deposits, and timber; 
depreciation of improvements.-

(h) "Net income of the taxpayer (com­
puted without allowance for depletion) from 
the property," as used in section 114 (b) (2). 
(3), and (4) and articles 23 (m)-1 to 23 
(m)-28, inclusive, means the "gross income 
from the property" as defined in paragraph 
(g) less the allowable deductions attribu­
hble to the mineral property upon which 
the depletion is claimed • • • includ­
ing overhead and operating expenses, devel­
opment costs properly charged to expense, 
depreciation, taxes, losses sustained, etc., but 
excluding any allowance for depletion. De­
ductions not directly attributable to partic­
ular properties or processes shall be fairly 
allocated. 

of Internal Revenue be printed in the 
RECORD at this point as a part of my re­
marks. 

There being no objection, the state­
ment was ordered to be printed in the 
RECORD, as follows: 

[Sec. 6180.] -Special rt:ling, March 29, 1945. 
Deductions: Depletion-Deductibility of oil 

and gas well drilling costs as expenses.-Not­
Withstanding the decision of the fifth circuit 
in the F. H. E. Oil Company case (45-1 
u. s. T. C., sec. 9200), that the option g1ven 
by regulations to treat as expense oil and gas 
well drilling costs is contrary to law, the Bu­
reau of Internal Revenue wlll continue to 
follow the provisions of section 29.23 (m)-
16 of regulation 111, and corresponding pro­
visions of prior regulations. In the event of 
a clarification of the law impelling a change 
from the rule applied in the regulations, in no 
event would such a change be retroactive un-
less so directed by Congress. · 

Back reference: Section 29.23 (m)-16 at 
451 C. C. H., section 298.088. 

Following is the text of a letter to Mr. 
Wesley E. Disney, Southern Building, Wash­
ington, D. C., dated March 29, 1945, and 
signed by Joseph D. Nunan, Jr., Commissioner 
(symbols, IT: EV: Nfl.: LPA): 

"Receipt is acknowledged of your letter 
dated March 28, 1945, with reference to the 
procedure which the Bureau proposes to fol­
low in the application of the regulation re­
lating to intangible drllling and develop­
ment costs for oil and gas wells. 

"The Bureau proposes to continue to follow 
the provisions of section 29.23 (m) -16 of 
regulations 111, and corresponding provi­
sions of prior regulations, notwithstanding 
the decision in the case of F. H. E. Oil Com­
pany (45-1 u.-.s. T. C., sec. 9200). In the 
event of a clarification of the law impelling 
such a change, in no event would such a 
change be retroactive unless so directed by 
Congress." 

Mr. MURDOCK. I ask unanimous 
consent that two decisions of the United 
States circuit court of appeals be 
printed in the RECORD at this point as a 
part of my remarks. 

There being no objection, the decisions 
were ordered to be printed in the RECORD, 
as follows: 
IN THE UNITED STATES CIRCUIT COURT OF AP­

PEALS FOR THE FIFTH CIRCUIT-NO. 11167-
F. H. E. OIL Co., PETITIONER, V. COMMIS­
SIONER OF INTERNAL REVENUE, RESPONDENT; 
AND FLEMING-KIMBELL CORP., PETITIONER, V. 
COMMISSIONER OF ' INTERNAL REVENUE, RE­
SPONDENT 

PETITIONS FOR REVIEW OF DECISIONS OF THE TAX 
f"!OURT OF THE UNITED STATES 

(March 6, 1945) 
Before Sibley, Holmes, and Waller, circuit 

judges: 
Sibley, circuit judge: This consolidated 

case concerns income taxes for the years 
1939 and 1940, and particularly the parts of 
Art. 23 (m) (16) of Regulation 101 and Reg­
ulation 103 applicable in those years, reading 
as follows: "(1) • • • All expenditures 
for wages, fuel , repairs, hauling, supplies, 
etc., incident and necessary for the drllling 
of wells and the preparation of wells for the 
production of oil or gas may, at the option 
of the taxpayer, be deducted from gross in­
come as an expense or charged to capital 
account • • •; (2) in addition to the 
foregoing option the cost of drilling non­
productive wells at the option of the tax­
payer may be deducted from gross income 
for the year in which the taxpayer completes 
such a well or be charged to capital account 
rturnable through depletion as in the case 
of productive wells." 'A number of wells 
were sunk by the taxpayers in each of the 
tax years, all of them productive except one. 
The taxpayers, in accordance. with their 

prior practice, sought to deduct as expense 
the "intangible costs" defined in the above 
quotation, but the Commissioner disallowed 
the deductions, holding that the entire cost 
of the well was in each inst an ce a capital 
investment. The Tax Court upheld the Com­
missioner. Four judges dissented, agreeing 
with the majority that the costs of drilling 
were capital expenditures, but thin king the 
regulations clearly gave the taxpayers the 
option they claimed. See 3 Tax Court :a, 
where the facts are fully stated. 

For th e purpose of this review it is enough 
to say that the productive wells were drilled 
on leases made or assigned to the taxpayers 
on nominal considerations, without any ob­
ligation on their part to drill, but providing 
that unless a well should be made within a 
limited number of days their rights and in­
terests should cease. The unproductive well 
was made under an assignment of a lease 
with retained royalties, made pursuant to a 
contract which bound the taxpayer within 
30 days to commence and prosecute with 
diligence a test well to a stat ed dept h. The 
assignment stood good, although the test 
well failed. 

A regulation giving the option which is in 
disput e has existed, with increasing com­
plexity, since 1918, and has recently been 
broadened. The legislative mind of the 
Treasury Department seems determined to 
maintain the option. The administrative 
mind, represented by the Commissioner and 
his lawyers, and supported generally by the 
courts, is bent on whittling it away. The 
question of its validity has seldom been 
raised, the taxpayers not wishing to attack 
it because it favors them, and the Commis­
sioner not being in position to repudiate the 
regulation of his own department. The 
judges have not thought it their business to 
raise the question; but if the option be in 
truth, contrary to the revenue statutes, it is 
void, and it is the duty of the judges to de­
clare and uphol.d the law, and disregard the 
regulation. 

The opt ion to treat as expense what is in 
fact, as all of the judges of The Tax Court 
agree, a capital investment, conflicts with 
the law in two important respects. First, 
the Congress, repeating what has been in the 
statutes from the beginning of income taxa­
tion, provides in section 23 (a) of the Reve­
nue Code, for the deduction of business ex~ 
penses and defines them. Section 24 pro­
vides: "No deduction shall in any case be 
allowed in respect of • • • (2) any 
amount paid out for new buildings or for . 
permanent improvements or betterments 
made to increase the value of any property 
or estate." Under section 23 (b) and (m) 
the exhaustion of capital investments is to­
be cared for by depreciation and depletion 
allowances from year to year. Second, the 
Congress has provided specially for depletion 
and depreciation (which are both allowances 
for wasting capital investments) in the case 
of oil and gas wells in section 114 (b) (3), 
g!ving the taxpayer a fiat depletion allowance 
of 27Y:! percent of the gross income from the 
property, but not less than if computed by 
the usual formulas. This depletion allow­
ance includes and returns the investment in 
the well as well as the oil and gas in place, 
and when the percentage allowance is taken 
there can be no additional allowance by way 
of depreciation of the well. United States v. 
Dakota-Montana Oil Co. (288 U. S. 459). But 
this regulation purports to allow the in­
tangible drilling cost to be deducted as an 
expense, and when oil and gas are produced 
the full 27Y:! percent allowance may again be 
taken under the statute, giving the driller 
of successful gas or oil wells a double deduc­
tion not permitted by Congress. 

The regulation is supposed to be authorized 
by section 23 (m), "In the case of mines, oil, 
and gas wells, other natural deposits, or 
timber, a reasonable allowance for depletion 
and for depreciation of improvements, ac­
cording to the peculiar conditions . in each 
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case; such reasonable allowance in all cases 
to be made under rules and regulations to be 
prescribed by the Commissioner, with the 
approval of the Secretary." The power given 
is to regulate depletion and depreciation 
allowances; not to regulate expense 'deduc­
tions, or to give options or double deduc­
tions. Early regulations determined that 
a~ oil well is so intimately a part of the oil 
reserve which it reaches as to be a part of it, 
not capable of removal, useful only to get 
the oil, and perishing in value as the oil is 
exhausted; so that its cost ought to be re­
turned by depletion along with the cost of 
the oil, and not by ordinary depreciation · 
based on the physical deterioration of the 
structure. Such regulation was held to be 
valid in United States v. Dakota-Montana 
Oil Co ., supra, and that it was adopted into 
the percentage meal!ure of depletion when 
Congress provided that measure in the Reve­
nue Act of 1926. The court in that case (288 
U. S., p. 461) took Bote of the option in con­
troversy in these words: "Article 223 (regu­
lation 69) purports to permit the taxpayer 
to choose whether to deduct costs of develop­
ment and drilling as a development experise 
in the year in which they occur or else to 
charge them to capital account returnable 
through depletion . In the latter event, 
which is the case here, et~." Nothing was 
said as to the validity of the other choice, 
and so faz: as we have discovered, nothing has 
ever been said by the Supreme Court.1 

In this court the option given by the reg­
ulation has never been attacked, and has 
generally been accepted as valid, though al­
most every effort to narrow it has succeeded. 
In Commissioner v. Rowan Drilling Co. (130 
Fed. (2d) 62), the double deduction spoken 
of above occurred. The taxpayer drilled wells 
for an interest· in the oil, and took an expense 
deduction for the intangible drilling costs. 
In a later year the 27¥2 percent depletion al­
lowance was taken. He had recovered already 
the entire intangible drilling costs, but was 
held entitled to the percentage depletion for 
all years to come as though he had not. The 
court said the allowance of the expense de­
duction was wrong, but could not be cor­
rected in the pending case. 

In the whittling down of the option, al­
though given in most comprehensive words, 
the Commissioner has been sustained by this 
court in denying the right to treat such 
drilling costs as expense when the taxpayer 
contracts with another for a completed well 
for a fixed price . Hughes Oil Co. v. Bass (62 
F. (2d) 176). The taxpayer was said thereby 
to buy a well, a capital investment; But the 
Commissioner was held to his regulation 
when the contract to drill the well was on a 
cost-plus basis, in Commissioner v. Ambrose 
(127 Fed. (2d) 47), no one attacking the regu­
lation. A similar result was reached in Ret­
sall Drilling Co. v. Commissioner (127 Fed. 
(2d) 355). In Hardesty v. Commissioner (127 
Fed. (2d) 8!13), it was held the regulation did 
not apply to every taxpayer who drills an oil 
well, but only to one developing his own oil 
property; and where one having no interest 
in the oil property drilled a well in considera­
tion of obtaining an interest in the well and 

1 In F. H . E. Oil Co. v. Helvering (308 U. 8. 
104), the taxpayer had elected to deduct 

.drilling costs as expense, and had been al­
lowed to do so. No one questioned the pro­
priety of the deduction. The controversy 
was over another part of the regulation which 
required that such an expense deduction 
would apply in ascertaining the 50 percent of 
net income to which the statute limited the 
percentage deduction for depletion. That 
part of the regulation was upheld as an in­
terpretation of the depletion statute, and 
resolving an ambiguity in it as to the mean­
ing of net income. No opinion was asked or 
expressed a!! to the validity of the expense 
option. 

the property, he made a capital investment 
and could deduct no part of the cost as ex­
pense. Again in Hunt .v. Commissioner (135 
Fed. (2d) 697), 'the Commissioner ruled, and 
this court agreed, that where oil interests 
were acquired under contracts to drill wells, 
the driller made capital investments and 
could have no option to deduct any costs as 
expenses; but where he already had a half 
interest and thus acquired an additional half 
he could deduct a proportional part of the 
intangible drilling costs. One judge then 
for the first time argued that the true reason 
for disallowing expense deductions in the 
Har:desty and Hunt cases was that the part 
of the regulation giving the option was void, 
since the making of a producing well by one 
who owned the oil reserve, or became entitled 
thereby to an interest in it, was a capital in­
vestment returnable only through depletion 
under the statute. 

In the present case the Commissioner has 
again narrowed the application of the option 
by asserting that "the taxpayer" does not in­
clude one who owns an interest in the oil 
property, and is not bound to drill, but who 
unless he does so in a limited time will, by 
the terms of this lease or assignment, lose 
his interest. The majority opinion of The 
Tax Court holds that he who thus drills to 
keep his interest is in the same case as is he 
who drills to obtain an interest, and that in 
drilling he makes a capital investment, no 
part of whicl:l can be called expense. The mi­
nority opinion points out that the applicable 
regulation purports to give the option to 
every taxpayer who drills on his own account 
an oil and gas well, saying nothing about 
when or on what conditions he got or is to 
get his title. 

The minority is right as to what the regu­
lation says. The majority is right in holding 
that the regulation in giving an optional 
expense deduction cannot prevail against the 
fact that a capital investment, an "improve­
ment or betterment of the estate or property" 
has been made, for by the statute the cost of 
such cannot be deducted as expense, but can 
be recouped only by annual allowances for 
depletion or depreciation. The Hardesty case 
and the main part of the Hunt case are simi­
larly right. The taxpayers before us, though 
it be allowed that they owned an interest in 
the oil property when they drilled (but only 
for a few days · unless they drilled) and 
though they did not have to drill by force 
of any contract, still in drilling were improv­
ing and bettering the property which they 
had and at the same time perfecting their 
title to it. For both reasons they were mak­
ing a capital expenditure by drilling, as much 
so as if making any other permanent struc­
ture. The cost, none of it, was an expense 
of business any more than similar costs in 
building a house would be. As applied to 
such an outlay, the option is contrary to 

!aw.2 

The only case in an appellate court broadly 
upholding the option to which we have been 
cited is Ramsey v. Commissioner (66 Fed. 
(2) 316), reaffirmed by the same court, 
though the option was denied application, 
in Grison Oil Co. v. Commissioner (96 Fed. 
(2) 125). In the Ramsey case the taxpayer 
owned his leases outright and voluntarily 
drilled on them through contractors on a 
footage basis of payment. He was allowed 
to expense his intangible drilling costs under 
the then regulation. In a later year he sold 
the leases and in returning the profit sought 
to reduce it by including in his cost basis 
the entire cost of the well. Of course, he 
should not have been allowed, on general 
principles, to include as cost what he had 
been permitted to treat as expense, but the 

1 Hogan v. Commissioner (141 F. (2d) 92) 
and Choate v. Commissioner (- U. S. -) 
deal with equipment, and not with the well 
itself, or the in~angib,le cost of drilling it •. 

I 

court thought the validity of the option in 
the regulation should be determined, and 
upheld it. The first argument put forward 
was: "Whether an oil well is a permanent 
improvement is at least a debatable ques­
tion. • • • The hole is of value only if 
oil is found, and then only as long as the 
sands will produce." It seems to us clear 
that a producing well is a permanent im­
provement. It costs more in many cases 
than the land in which it is constructed, and 
multiplies many times the value of the oil 
it reaches. ' It is permanent, because not 
intended to be removed, and indeed incapable 
of removal as a whole. It is not temporary, 
though its useful life is limited. Many 
buildings put up for special purposes have 
a useful life less than their physical life. 
That fact only increases the proper rate of 
annual depreciation or depletion. We are 
not impressed by this argument. The other 
argument was that the regulation had long 
existed and the revenue statutes had been 
reenacted with their relevant parts substan­
tially unchanged. This argument is, of 
course, good where a regulation resolves stat­
utory ambiguities or uncertainties, but is of 
no force at all when a regulation is contrary 
to the terms of the statute. It is not the. 
business of Congress to review and revise 
regulations. The Congress in every revenue 
act has defined expenses and stated plainly 
what could not be treated as expense; and 
has provided for oil and gas wells modes of 
depletion for returning the capital invested 
in them. If these provisions contravene 
prior regulations, instead of approving the · 
regulations they annul them. The Ramsey 
case indeed dealt with a regulation prior to 
1926, and before the Congress first enacted 
the fiat percentage depletion for oil and gas 
wells, which is incompatible with expensing 
drilling costs, because the whole cost of the 
well is supposed to be cover~d in the per­
centage depletion, as settled by the Dakota­
Montana Oil Co. case, supra. 

In the special circumstances here The Tax 
Court has unanimously held as a matter of 
fact that the wells were drilled under such 
circumstances as that the drillers were mak­
ing capital investments. The evidence and 
the law supports that finding. The statute 
overrides the regulations and forbids de­
ducting any of the drilling costs as expenses, 
providing instead that they be absorbed by 
depletion. Whether the cost of any unpro­
ductive well, after abandoning it and salvag­
ing what is salvable, can be treated as a 
realized loss is not here in question. 

Judgment affirmed. 
Waller, circuit judge, concurring in the 

result. 

IN THE UNITED STATES CIRCUIT COURT OF 
APPEALS FOR THE FIFTH CIRCUIT-No. 11167-
F. H. E. OIL COMPANY, PETITIONER, V. 
COMMISSIONER OF INTERNAL REVENUE, RE­
SPONDENT, AND FLEMING-KIMBELL CORPORA­
TION, PETITIONER, V. COMMISSIONER OF 
INTERNAL REVENUE, RESPONDENT 

PETITIONS FOR REVIEW Ol DECISIONS OF THE TAX 
COURT OF THE UNITED STATES 

On motion for rehearing, May 4, 1945, be­
fore Sibley, Holmes, and Waller, circuit 
judges. 

Sibley, circuit judge: A vigorous motion 
for rehearing, supported by an exhaustive 
brief, contends that the decision is whally 
wrong, and especially that the cost of drilling 
the "dry hole" should have been deducted as 
an expense of business or as a loss realized. 
Upon an assertion that the whole oil pro­
ducing businefs is affected by the argument 
of our opinion to the effect that the option 
to deduct the drilling cost of a successful 
well, as given by regulation of the Treasury 
Department, is contrary to the statute and 
wholly void, we permitted briefs to be ftled 
by 30 counsel for other oil producers as 
amici curiae. 
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No new and controlling decisions are cited. 

It still appears that only the tenth circuit 
has squarely considered the validity of the 
option in the light of the statute and has 
sustained it, and that was be:i.ore the intro­
duction into the statute of percentage de­
pletion on oil wells. With this exception all 
the appellate courts, including the Supreme 
Court and this court, have treated the option 
as allowable, because no one attacked it. 
Tlie decisions about other related provisions 
of the regulations are n<.. i; in point. They 
express no considered opinion on the option 
itself. What is new in the briefs is the as­
sertion, which v:e take to be true, that prob­
ably a billion dollars of corrections might 
result in expense deductions in tax returns 
made within the statutes of limitation, if 
the option is invalid. Also new is the con­
tention that in the Second Revenue Act of 
1940 there is language now found in Inter­
nal Revenue Code, section 711 (b) (1) (I), as 
amended in the excess-profits amendment of 
1941, which refers to the deduction in the 
past of intangible drilling -and development 
costs in drilling oil wells, the argument be­
ing that Congress evidently had in mind the 
option to do this given by the various reg­
ulations, and did not disapprove. Certain 
it is that· the option has been acted on wide­
ly, and for many years, and courts and Con­
gress have done nothing drastic about it. A · 
total annulment of it, retroactive in its op­
eration, would have grave effect on persons 
not before this court. We should therefore 
go no further than our duty takes us in de­
ciding_ this case; we should d ~cide it only. 

While we see no fault in our previous rea­
soning, and think the former opinion a right 
one to have been rendered 20 years ago, we 
find it unnecessary to consider so broadly the 
validity of the option , and now confine our 
decision, as the majority of The Tax Court 
did, to a holding that wells drilled to get an 
oil property, or to get a better and more ex­
tensive 'nterest in it, are so clearly capital 
investments in that property that no part of 
their cost can be called an expense of busi­
ness. The question whether a successful 
oil well on property which the driller fully 
owr. is a permanent improvement, as is an 
artesian water well on a ranch, or a tunnel 
for a railroad, or the underground part of 
a large building, in all of which the cost of 
"making a ho~e in the ground" is plainly a 
part of the capital investment, we can and 
de lay to one side. The question we must 
decide is whether one who does not own an 
oil property and who agrees to make a well 
to obtain an interest in it (as in Hardesty 
v. Commissioner (127 Fed. (2d) 843) and Hunt 
v. Commis3ioner (135 Fed. (2d) 697)), or as in 
this case, who bas an interest for a few days 
only unless he makes a well, and makes it 
in order to enlarge and extend his temporary 
interest, thereby makes a capital investment 
which cannot be a mere business expense 
under the statute. The answer is in both 
cases, "Yes." He is putting out his money to 
af!quire property, and acquires it. It is not 
an ordinary expense of business, as these 
parties asse>"ted it was in their petitions to 
The Tax Court, and the regulation cannot 
make it such;_ or what is worse, give the 
taxpayer an option to treat it as such·. 

Now as to the dry hole. . If we were dis­
cussing permanent improvements, which 
like other capital investments are not or­
dinary business expenses, of course the fact 
that the well did not reach oil and was 
abandoned would be most material. If one 
drllled such a well on his own property, he 
would probably have either a right to a de­
duction as for an expense or as a business 
loss, for he has only a valueless hole in the 
ground. This alternative was claimed in the 
petition to The Tax Court. It was denied· 
because the well, while drilled on a lease 
assigned to the taxpayer, was drilled as the 
consideration for the assignment, the con­
tract binding the assignee to make the well 
in a stated time, and providing that if he 

did not his assignment should terminate. 
He drilled the well as the price of his interest 
in the property. Although j;his wen failed, 
he still has the assigned lease. We under­
stand that there are other producing wells on . 
the same lease. But if the property he thus 
acquired proves valueless, he must realize his 
loss by a disposition of it, just as though be 
had paid money for it. 

The motion for a rehearing is denied and 
the judgment of The Tax Court stands af­
firmed. 

Waller , circuit judge, specially concurring: 
I think that The Tax Court was justified 

in holding that the cost of drilling a well on 
each of the nine tracts was a part of the 
consideration for the assignment of the lease 
to the t axpayer where, as in this case, the 
lease could not be kept a}ive by the payment 
of an annual rental but required dr1lling, 
termination, or reversion within a certain 
time, so long as the holdings of this court· in 
Hardesty v. Commissioner (127 F. (2d) 743), 
Hunt v. Commissioner (135 F. (2d) 697), 
Stansylvania Oil and Gas Company v. Com­
missioner (135 F. (2d) 743), and Walsh v. 
CommiSsioner (135 F. (2d) 701) are unre­
versed. 

Mr. FERGUSON. Mr. President, will 
the Senator yield? 

Mr. MURDOCK. I yield. 
Mr. FERGUSON. What was the date 

of the decision of the circuit court of ap­
peals on the rehearing? Has the time 
expired for filing the petition for the 
writ of certiorari? 

Mr. MURDOCK. The date of the de­
cision was May 4, 1945. 

Mr. FERGUSON. Does the Senator 
know whether or not a petition has been 
filed for a writ of certiorari? 

Mr. MURDOCK. I do not think cer­
tiorari will be applied for. Why? Be­
cause the oil interests and the Bureau of 
Internal Revenue, although they were 
opposed to each other in the cases, both 
·take the position that the regulation is 

.. legal, and that they intend to apply it. 
Mr. FERGUSON. In other words, both 

parties are satisfied with the decision. 
Mr. MURDOCK. In my opinion they 

should be satisfied, but evidently they 
are not satisfied. 

Mr. GEORGE. I wish to say, in order 
that there may be no confusion in the 
RECORD, that of course the case is still 
appealable. Ninety days have not yet 
expired. The taxpayer is not satisfied 
with his case because he lost it; but he 
lost it on another ground. The Bureau 
of. Internal Revenue did not ask for a 
decision holding the regulation to be in­
valid. The court made that finding. 
The Treasury insisted that it should be 
given the decision on other grounds. 
There is nothing in this bill about oil, 
rules of computing expenses, capital de­
ductions, or anything of that kind. This 
matter is wholly extraneous to the bill. 

Mr. MURDOCK. Mr. President, I 
cannot yield further. I frankly admit 
that there is nothing about oil in this 
tax bill. However, when we have a situ­
ation such as that with which Congress 
is confronted today, and there is afforded 
an opportunity to remedy that situation, 
I say it is the duty of Congress to remedy 
it whether there is any mention made in 
the bill of oil or not. It is a tax bill. 
It is stated to be for the relief of the 
taxpayer. · If there is · a bjllipri dollars 
of tax adjustments involved in this mat­
ter, certainly now is an appropriate time 
to remedy the situation. 

What the Senator from Georgia (Mr. 
GEORGE] has said, if I understood him 
correctly, was true. The Treasury De­
partment challenged the regulation on 
the basis of the facts involved in this 
case. But the court, in the first in­
stance, although it referred to that fact, 
said in effect this: When the court finds 
that, even though the validity of the 
statute is not challenged, a regulation 
contravenes and violates the statute, 
then the court on its own initiative 

· should so hold. But when it was called 
to the attention of the court at the sec­
ond hearing tbat to hold that the regu­
lation retroactively was invalid would 
involve the adjustment of a billion dol­
lars in taxes, then it said that probably 
on account of that fact it should not hold 
that the regulation was invalid in its 
general application nor invalid retro­
actively, but that its ruling should be 
applied specifically to this case. That 
in effect was what the court did. 

In considering the question invo.lved, 
the court returned again to the question 
of whether or not expenditures such as 
were claimed by the taxpayer should be 
deducted as expense, and again stated it 
to be the law that under the facts in this 
case the option contained in the regula­
tion could not be legally exercised or 
claimed. 

Mr. FERGUSON. The court finally 
held that the regulation was invalid un­
der the facts of the partic~ar case. 

Mr. MURDOCK. The Senator is cor­
rect, and I shall read two or three lines 
from the. rehearing decision. I cannot 
believe, Mr. President, when I read the 
report of the Ways and Means Commit­
tee of the House of Representatives, and 
when I read the report of the Senate 
Finance Committee, that a ·careful read­
ing of these decisions was had. It seems 
to me that what was done in connection 
with Concurrent Resolution 50 was done 
haphazardly. That is the reason that 
tonight, although the hour is late, I ear­
nestly plead with my colleagues in the 
Senate not to do what is contemplated 
being done in Concurrent Resolution No. 
50. If the oil industry is entitled to the 
regulation, and it is the law, as the chair­
man of the Finance Committee in his 
report has said it is, and as the chairman 
of the Ways and Means Committee of 
the House of Representatives has said 
it is, it is our duty to write it into the 
statute so that there can be no question 
about it. 

Mr. President, I wish to read only a 
few lines from the decision. It reads as 
follows: 

The question we must decide is whether 
one who does not own an oil property and 
who agrees to make a well to obtain an. 
interest in it- · 

Citing certain cases-
or as in this case, who has an interest for a 
few days only unless he makes a well, and 
makes it in order to enlarge and extend 
h : ~ temporary interest, thereby makes a. 
capital investment which cannot be a mere 
business expense under the statute. The 
answer is in both cases, "Yes." 

That he ca,nnot charg~ it as expense, 
but that it must be charged to his capital 
account. 
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He 1s putting out his money to acquire . ecutive at times of invading the rune­

property, and acquires it. It is not an or- . tions of the Congress. 
dinary expense of business, as these parties M FERGU 
asserted it was in their petitions to the Tax - r. SON. Will the Senator 
Court, and the .regulation cannot make it -Yield further? 
such; or what is worse, give the taxpayer Mr. MURDOCK I yield. 
an option to treat it as such. Mr. FERGUSON. Except where Con-

Can there be any doubt in the mind gress passes a law; then they are not en­
of an,y lawyer here what the court held? · croaching upon it. 
The court held that under these facts Mr. MURDOCK. Absolutely not. 
the regulation was invalid and the tax- Mr. GEORGE. Mr. President, I 
payer could not under the statutes of the should like to ask a question, because I 
United States have an option either to expect to have something to say about 

this matter. Does the Senator from 
charge it as expense or to capital Michigan mean to say that Congress 
account. 

The court did not back up at all, ex- cannot express its sense of what its in-
cept that it decided that a general ap- tent and purpose was in passing a law? 
plication of their dec.ision retroactively Mr. FERGUSON. By passing another 

statute? 
involved too much tax adjustment, and Mr. GEORGE. No; just by simple res-
for that reason they modified that part 
of the former decision which held the olution declaring its intent and purpose. 
regulation generally and retroactively Mr. FERGUSON. A joint resolution? 
invalid. Mr. GEORGE. Yes; by joint resolu-

tion. 
Mr. FERGUSON. Mr. President, will Mr. FERGUSON. There is no doubt 

the Senator yield? about that, and that is the same as a.n 
Mr. MURDOCK. I yield. 
Mr. FERGUSON. The Senator is now interpretation of the law. I agree with 

asking that that .be changed, and that the Senator from Georgia in that. 
the taxpayer be given the option? Mr. GEORGE. That is all that has 

Mr. MURDOCK. My amendment happened in this case, and all this argu­
' takes the regulation in question, the ment is just beside the question. The 
·very language of it-the language which joint resolution is here. 
1the chairman of the Committee on Ways Mr. MURDOCK. That is the trouble 
and Means of the House says is the law, now; it--is not a joint resolution and the 
the language which the chairman of the _Senator knows that. 
Finance Committee of the Senate says Mr. GEORGE. It is a simple resolu-
is the law, and which is contained only tion. 
in a regulation today, but which a Fed- Mr. MURDOCK. It is a concurrent 
eral court says is not the law-and writes resolution. 

·it into the law, so that there can be no Mr. GEORGE. Very well. 
question in the future as to whether the Mr. MURDOCK. And all the prece-
regulation is law or not. dents of the Senate tell the Senator from 

Mr. CORDON. Mr. President, will the Georgia, they tell the Senator from 
Senator yield? Utah, and they tell every other Senator, 
· Mr. MURDOCK. I yield. that a concurrent resolution should not 

Mr. CORDON. As I view it, the Sena- be used for any such purpose. 
tor's amendment is in effect a legislative Mr. President, it has not been many 
declaration of the law iri accordance with years since I, as a new Member of the 
the understanding of the law of the Senate, stood on this floor, when the de­
chairmen of both committees which have bate on the lend-lease bill was proceed­
dealt with the question. ing, and challenged at that time the use 

Mr. MURDOCK. That is exa.ctly what of the concurrent resolution to terminate 
my amendment does. It takes the legislation. I predicted at that time that 
-Finance Committee of the Senate at its just as surely as Congress adverted to 
-word, it takes the House Committee on the concurrent resolution to terminate 
Ways and Means at its word, and takes legislation, it would come back to plague 
the action of the House which sustained us. 
the Ways and Means Committee, and I Little attention was paid to what I 
say to both committees and to the Sen- said that night. It was another night 
ate, if this is the law, then let us write it when everyone wanted to go home. I 
into the law, as we should do as a legis- called attention then to the fact that the 
lative body. use of the concurrent resolution to termi-

Mr. FERGUSON. Is not this the ·fact, nate legislation.. was violative of the Con­
that the important consideration is not stitution of the United States. From that 
what a Member or" this body or a Mem- day down to the present we have pro­
ber of the House may say is th~ law, but vided the same procedure in at least a 
what a court determines to be the law? dozen other instances to repe.al or termi-

Mr. MURDOCK. Now the Senator is nate legislation, and just as I predicted 
putting his finger right on the crux of then, we now have people from the out­
the whole thing. I believe, and I believe sidP. coming in and -saying, "Here is a 
all Senators here agree, in the separation convenient way to get rid of a court de­
of powers as between the three depart- cision if we do .not like it.'.' 
ments of government. I believe that I wonder if the Congress wants to do 
that separation of power is the very that. I realize tonight that I am proba­
foundation of our constitutional system, bly just a voice crying in the wilderness, 
and I say tonight that whenever this as I was before, but I predict, as I have 
body, or whenever the Congress as a predicted to the able chairman of the 
whole, encroaches on the judiciary or en- Committee on Finance, that if Congress 
croaches on the Executive, we violate the follows this procedure, interpreting the 
Constitution, just as we accuse the Ex- laws of this country, and condemning a 
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court decision by a concurrent resolution, 
then we set ourselves up as an appellate 
court to pass on decisions of the judici­
ary. 

Mr. President, can we do that and 
still maintain the proper separation of 
powers which is contemplated by the 
Constitution? What an easy matter it 
is for some pressure group to come here, 
through their lobbyists, and call the at­
tention of a few of their friends to the 
fact that a certain court decision is vio­
lative of their rights, or that it inter­
feres with some of their privileges, and 
without proper attention on- our part, 
getting a concurrent resolution passed 
through Congress, we setting ourselves 
up thereby as an appellate court, con­
demning an action of the judiciary. 

I wish to call the attention of the Sen­
ate to the language, if I may have order. 

The PRESIDENT pro tempore. The 
Senate will be in order. 

Mr. MURDOCK. I know a discussion 
of this kind is usually not interesting to 
Senators, but I say again tonight that 
if the Senate does what is contemplated 
by Concurrent Resolution 50, it will be 
faced with it down through the years. 
and it will come back to plague us, just 
as similar action heretofore taken is now 
doing. 

I wish to read from the language of 
the House report: 

The validity of these regulations has been 
questioned in a recent court action on the 
theory that the statute providing for de­
duction of business expenses is ambiguous. 

I hope Senators will pay attention to 
this language: 

However, this position is untenable. 

Which position? The position of the 
United States Circuit Court of Appeals 
is declared untenable in the report of a 
legislative committee. 

I continue reading from the report: 
However, this position is untenable since 

the language of the statute is so general in its 
terms as to render an interpretative regu­
lation appropriate. 

And in the closing sentence of the 
paragraph in the same report we find 
this: 

Congress had approved the administrative 
construction adopted in such regulations and 
has thereby given them the force and effect 
of law. 

There, Mr. President, is ·a report of a 
legislative committee in the face of a 
judicial decision of a circuit court of ap­
peals holding that a regulation is invalid, 
saying that Congress has given that regu­
lation the force of law. 

Mr. FERGUSON. Mr. President, will 
the Senator yield? 

Mr. ·MURDOCK. I yield. 
Mr. FERGUSON. I now have before 

me House Concurrent Resolution 50. It 
· was agreed to in the House and is on the 

Senate Calendar. I cannot agree with 
the distinguished Senator from Georgia 
that a: concurrent resolution is a law, or 
is such an act as will reverse or set aside 
a court decision. 

Mr. GEORGE. Mr. President, I nev~r 
said that, I never thought that, and I 
never even imagjned that that could be 
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true. All I said was that the· Senate of 
the United States--

Mr. MURDOCK. Mr. President; I 
have the floor. 

Mr. GEORGE. Yes; I know. 
Mr. MURDOCK. And if the Senator 

wants me to yield, I am happy 'to do so. 
Mr. GEORGE. I merely wanted to 

correct the statement made by the Sen­
ator from Michigan. 

Mr. MURDOCK. All I want the Sen­
ator to do is to recognize the fact that 
I have the floor. 

Mr. GEORGE. Oh yes; I recognize 
that fact. 

Mr. MURDOCK. Now I yield. 
Mr. GEORGE. I never made such an 

assertion and never had any such idea. 
But I do say that any legislative body 
can express its own idea of its intent 
and purpose. It can say that it is the 
sense of this body that this is the intent 
of the body. It is not a law. It is not 
intended to be a law. 

Mr. FERGUSON. Mr. President, now 
I understand the opinion of the Senator 
from Georgia. · 

Mr. GEORGE. Yes. That is all. 
Mr. FERGUSON. And I agree . that 

insofar as saying what Congress intends, 
this method could be used. But I agree 
now with the Senator from Georgia that 
it ls not a law, that it cannot be con­
sidered a law, and cannot in any way 
affect a court decision, which is the law. 

Mr. MURDOCK. Mr. President, the 
Senator has well stated the situation. 
The point I make is this. Can the Con­
gress of the United States by the use of 
the concurrent resolution interpret laws 
and in reports supporting a concurrent 
resolution condemn as untenable the po­
sition of one of our circuit courts? Does 
the Senator from Michigan think that 
is a proper procedure for a legislative 
body? 

Mr. FERGUSON. Mr. President, I will 
answer that by saying that I consider 
that when the circuit court of appeals 
decides a case Congress should consider 
that to be the law and treat it as the law, 
and if Congress wants to reverse it or 
change it or repeal it Congress should 
enact a statute or pass a joint resolution 
which would be in effect a statute so to 
repeal . that law. 

Mr. MURDOCK. The Senator is tak­
ing exactly the position that I take to-

- night. I have gone to the chairman of 
the Finance Committee of the Senate, 
recognizing him as one of the great 
lawyers of the Senate, and saying to him 
that if Congress must agree to this res­
olution of interpretation, if we must d'o 
that, then let us do it by making it a 
part of the law. 

I agree with the Senator from Georgia 
that we can by law construe a law. We 
can by law interpret a law. But we can­
not properly by concurrent resolution, 
which is not a law, set ourselves up as a 
court and say what the law is, not only 
to the courts of the country but to t~e 
Chief Executive, whose veto power is a 
part of the legislative procedure of this 
Government. We cannot pass a law by 
exclusive action of the House and the 
Senate-can we? Before any bill or any 
action of Congress becomes the law it has 
to be submitted to the President, does 
it not? It has to be approved by the 

President, or if disapproved, then it can 
only become law by overriding the Presi­
dent's veto by a two-thirds vote of Con­
gress. When we do something, as is con­
templated by House Concurrent Resolu­
tion 50, we do what? We not only strike 
at the judiciary, we not only encroach 
on the independence of that third arm 
of the Government, but, Mr. President, 
we encroach on and strike down the veto 
power of the President. 

When I made my first argument upon 
this question before the Senate I read at 
that time part of the great speech of 
Calhoun on this very subject, pointing 
out that to strike down or to interfere 
at all with the veto power of the Presi­
dent would be to unbalance the entire 
system of checks and balances set up 
under the Federal Constitution. 

Mr. President, I did not know about 
this concurrent resolution until one of 
the attorneys for the oil companies called 
my attention to it and asked me to sup­
port it. My answer to him was "I do not 
disagree with the fact that the oil in­
dustry is entitled to an option of either 
expensing the intangible costs of drill­
ing an oil well or charging it to capital 
account; but, my dear friend, you are 
asking me to do something which in my 
opinion violates the very oath that I took 
when I became a Senator, and that is to 
uphold the Constitution and to main­
tain inviolate that separation of powers 
between ·the three departments of gov­
ernment that is so essential to the suc­
cessful operation of our Federal system." 

Mr. President, I ask that House Con­
current Resolution No. 50 be printed at 
this, point in the RECORD as a part of my 
remarks. . 

There being no objection, House Con­
current Resolution No. 50 was ordered to 
be printed in the RECORD, as follows: 

Resolved by the House of Representatives 
(the Senate concurring), That in the public 
interest the Congress hereby declares that 
by the reenactment, in the various revenue 
acts beginning 'with the Revenue Act of 1918, 
of the provisions of section 23 of the Inter­
nal Revenue Code and of the corresponding 
sections of prior revenue acts allowing a 
deduct ion for ordinary and necessary business 
exj>enses, and by the enactment of the pro­
visions of section 711 (b) (1) of the Internal 
Revenue Code relating to the deduction for 
intangible drilling and development costs in 
the case of oil and gas 'wells, the- Congress 
has recognized and approved the provisions 
of section 29.23 (m) -16 of Treasury Regula-

. tions 111 and the corresponding provisions 
of prior Treasury Regulations granting the 
option to deduct as expenses such intangible 
drilling and development costs. 

Mr. MURDOCK. Mr. President, I als·o 
ask that the report of the Senate Com­
mittee on Finance be included as a part 
of my remarks. I do not include the 
House report, because the Senate report 
includes the House report, as I under­
stand. 

There being no objection, the report 
<No. 398) was ordered to be printed in 
the RECORD, as follows: 

The Committee on Finance, to whom was 
referred the concurrent resolution (H. Con. 
Res. 50) declaring Congress to have recog­
nized and approved the provisions of section 
29 .23 (m) -16 of Treasury Regulations 111, 
and for other purposes, having considered the 
same, report favorably thereon without 

amendment and recommend that the con­
current resolution do pass. 

This resolution seeks to reaffirm what the 
committee believes to have been the intent 
of Congress as reflected in Treasury regula­
tions giving , to the taxpayer the option to 
either capitalize or charge to expense intangi­
ble drilling and de"elopment costs in the case 
of oil o~· gas wells. 

The consideration and adoption of this res­
olution should not be construed as creating 
any implication adverse to mines respecting 
their development costs. 

For the information of the Senate the re­
port of the House Committee on Ways and 
Means on this resolution is attached hereto. 

(H. Rept. No. 761, 79th Cong., 1st sess.) 
The Committee on Ways and Means, to 

whom was referred the resolution (H. Con. 
Res. 50), declaring Congress to have recog­
nized and approved the provisions of section 
29.23 (m) -16 of Treasury Regulations 111 
and .corresponding provisions of prior regu­
lations, granting the option in the case of 
oil and gas wells · to deduct, as an expense, 
intangible drilling and development costs, 
having had the same under consideration, 
report it back unanimously to the House / 
without amendment and recommend that 
the resolution do pass. 

The purpose of the resolution is to remove 
any doubt as to the validity of Treasury regu­
lations giving to the taxpayer the option to 
either capitalize or charge to expense in­
tangible drilling and development costs in 

· the case of oil and gas wells. These regula­
tions have been in effect for more than 28 
years, and the Congress has continued, in 
successive revenue acts adopted since that 
time, the basic statutory provisions from 
which such regulations are derived. Further­
more, in section 711 (b) ( 1) (I) of the Sec• 
and Revenue Act of 1940, relating to the 
excess-profits tax, the validity of the regula-

. tion was expressly recognized by statute. 
Section 711 (b) (1) (I) of the Internal Reve­
nue Code specifically provides for an adjust­
ment to the net income of the base-period 
years where the taxpayers' deduction for in­
tangible drilling and development costs had 

. been abnormal or disproportionate during 
those years. The Treasury Department in 
1942 recognizing that the interpretation of 
the statut e by the regulations had become a 
part of the statute, recommended in the 
revenue bill of 1942 that the expensing of 
development costs be eliminated from the 
statute for 1942-and subsequent years. Con­
gress was unwilling to adopt this recommen­
dation of the Treasury and expressed its de­
sire to continue the regulation in effect. 

The validity of these re·gulations has been 
questioned in a recent court action on the 
theory that the statute providing for deduc­
tion of business expenses is ambiguous. 
However, this position is untenable since 
the language of the statute is so general in 
its terms as to render an interpretative regu­
lation appropriate. In practical ::tdministra­
tion there are admittedly border-line cases 
between deductible bUsiness expenses and 
nondeductible capital outlays which make 
such a regulation necessary. Congress has 
approved the administrative construction 
adopted in such regulations and has thereby 
given them the force and . effect of law. 

The Petroleum Administrator for War has 
estimated that, for the current year, it would 
be necessary to drill 27,000 additional wells 
for oil and gas to sustain the production of 
petroleum essential for the maintenance of 
our military and civilian requirements and 
that petroleum needs would be equally great 
for the year of 1946. 

The uncertainty occasioned by raising 
doubts as to the validity of these regula­
tions is materially interfering with the ex­
ploration for and th.e production of oil. The 
Treasury Department and the Bureau of 
Internal Revenue have announced that they 
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will continue to recognize the regulations 
under which they now operate unless other­
wise directed by Congress. 

For these reasons your committee deems 
1t necessary to have Congress reatfirm its 
position that· such regulations are in ac­
cordance with and have the full force and 
effect of law. 

The consideration and adoption of this res­
olution ~hould not be construed as creating 
any implication adverse to mines respecting 
their development costs. • 

Mr. MURDOCK. Mr. President, I 
have the utmost respect for the great 
chairman of the Finance Committee of 
the Senate. There is nothing more irk­
some to me than to take a position 
against him. But I come back to the 
simple argument that if the oil people 
are entitled to this regulation~ if it is the 
law of the land as stated by the chair­
man of this committee, in the face of 
that decision of the circuit court, then 
I say that the only remedy for such ·an 
anomalous situation is to write that 
regulation into the law. 

The argument probably will be made 
tha.t if my amendment is included that 
will mean the end of the tax bill. But 
we have already included one amend­
ment on the recommendation of the 
chairman of the Finance Committee. 
In my opinion, there is no way of getting 
out of a ·conference with the House on 
this matter, and I ask sincerely and 
earnestly here tonight that you do not 
do what is contemplated in Concurrent 
Resolution 50, but that you do what is 
the correct thing to do--if the regula­
tion is the law and if it is what the oil 
people are entitled to, let us write it irito 
the law here tonight as proposed by my 
amendment. Let us do away with the 
uncertainty that is created by the court 
decision and the position taken by the 
Internal Revenue Bureau, the proposed 
concurrent resolution, and the reports 
supporting it. 

Mr. CORDON. Mr. President, will the 
Senator yield? 

Mr. MURDOCK. I yield. 
Mr. CORDON. I notice that the con­

current resolution is here, having passed 
the House. The matter which is now un­
der consideration has already had con­
sideration by the House, and the House 
bas acted favorably upon the concurrent 
resolution. The Senator's amendment is 
simply the same action in a different; 
and in my opinion preferable, form. If 
the amendment is agreed to, the bill will 
go to conference. Certainly it would be 
no more than pro forma action to get 
the conferee~ on the part of the House 
to agree to the inclusion in the bill of the 
same declaration that has already passed 
the House in the form of a concurrent 
resolution. 

Mr. MURDOCK. That is the point I 
wish to make now. The House has said 
it wants this provision in the law. The 
Senate Finance Committee has said that 
it wants this provision in the law. I say 
to the Senate, Why do we not, in carry­
ing out our legislative function, act as a 
legislative body rather than set Congress 
up as an interpreter of the law? We can 
say, ''This is the law" and enact. it as the 
law. If there is anything wrong with · 
that procedure, I do not know what it is. 

In my opinion. this is the first time in 
more than 150 years that the procedure 

resorted to in this instance has been pro­
posed. Just as sure as we follow it, every 
pressure group in the country, ·whenever 
there is an adverse decision in one of our 
Federal courts, will be here asking us to 
do something by concurrent resolution 
instead of meeting the question head on 
by the enactment of a law. That is all I 
ask. 

Mr. President, I , ask that certain 
precedents which I have briefed on the 
question of concurrent resolutions ·be 
·printed in the RECORD at this point as a 
part of my remarks. 

There being no objection, the matter 
referred to was ordered to be printed 
in the RECORD, as follows: 

JUNE 26, 1945. 
MEMORANDUM ON CONCURRENT RESOLUTIONS 

Article I, section 7, subdivision 3 of the 
Constitution of the United States provides: 

"Every order, resolution, or vote, to which 
the concurrence of the Senate and the House 
of Representatives may be necessary (except 
on a question of adjournment) shall be pre­
sented to the President of the United States." 

While this ronstitutional provision would 
seem literally to require that every concur-

. rent resolution be submitted to the Presi­
dent, the Senate Committee on the Judiciary 
has indicated that a somewhat more liberal 
reading of the constitutional provision may 
be warranted. Senate Report No. 1335, 
Fifty-fourth Congress, second session, was . 
submitted pursuant to a resolution of the 
Senate which diNcted the Judiciary Com­
mittee to i'1quire, among other things, as 
to whether concurrent resolutions generally 
are required to be submitted to the Prestdeut 
oA. the United States. 

On the subject of concurrent resolutions, 
the committee report may be summarized 
as follows: Concurrent resolutions, except in 
a few early instances in which the resolu­
tion was neither designated as concurrent or 
joint, have not been used· for the purposes of 
enacting legislation . but to ·express the ·sense 
of Congress upon a given subj~ct, to adjourn 
longer than 3 days, to make, amend, or sus­
pend joint rules, and to accomplish similar 
purposes, in which both Houses have a com­
mon interest, but with which the President 
has no concern. They have never embraced 
legislative provisions proper, and hence have 
never been deemed to require Executive ap­
proval. While resolutions, other than joint 
resolutions, may conceivably embrace legisla­
tion, if they do so they require the approval 
of the President. But Revised Statutes, S:!c­
ond Edition, 1878, page 2, sections 7 and 8, 
prescribe the form of bills and joint resolu­
tions, and it m&y properly be inferred that 
Congress did not intend or contemplate that 
any legislation should thereafter be enacted 
except by bill or joint resolution. That 1s a 
fair inference, because COngress provided no 
form for legislation by concurring resolu­
tion. Moreover, the rules of the respective 
Houses treat bills and joint resolutions alike, 
and do not contemplate that legislation shall 
be enacted in any other form or manner. 

In substance, it was the conclusion of the 
committee that concurrent resolutions were, 
as a matter of congressional practice, never 
used to enact legislation, but that if they 
were so used the approval of the President 
would be required. The committee report 
concludes that--

"Whether concurrent resolutions are re­
quired to be submitted to the President of 
the United States" must depend not upon 
their mere form but upon the fact whether 
they contain matter which ls properly to be 
regarded as -legislative in its character and 
effect. If they do, they must be presented 
for his approval; otherwise, they need not be. 
In other words, we hold that the clause in 
the Constitution which declares that every 

order, resolution, or vote must be presented 
'to the President, to "which the ~oncurrence 
of the Senate and House of Representatives 
may be necessary," refers to the necessity oc­
casioned by the requirement of the other 
provisions of the Constitution whereby every 
exercise of "legislative power" involves the 
concurrence of the two Houses; and every 
resolution not so requiring two concurrent 
actions, to wit, not involving the exercise of 
legislative powers, need not be presented to 
the President. In brief, the nature or sub­
stance of the resolutfon, and not its form, 
controls the question of its disposition." 

Cannon's Precedents of the House of Rep­
resentatives, volume VII, section 1045, states 
that a "concurrent resolution" is not used 
in conveying title to Government property. 
His authority for this statement is that on 
January 15, 1923, a concurrent resolution de­
clining a devise of land to be used as ·a na­
tional park :was considered and agreed to with 
the following amendment: 

Insert: "Resolved by the Senate and the 
·House of Representatives of the United States 
of America in Congress assembled" in lieu 
of "the Senate (the House of Representatives 
COncurring)." (64 CONGRESSIONAL RECORD 
1773:) 

In section 1037 of volume VII, Cannon 
states that "a concurrent resolution is with­
out force and effect beyond the confines of 
the Capitol." In addition, · in section 1084, 
Cannon states that on June 1, 1920, the 
Senate was considering the concurrent reso­
lution respectfully declining to grant to the 
Executive the power to accept a mandate 
over Armenia, as requested in the message 
of the President, when Mr. Hitchcock, of 
Nebraska, offered an amendment empowering 
the President to appoint American members ' 
of a joint commission to supervise certain 
fiscal relations of Armenia. Mr. Henry Cabot 
Lodge, of Massachusetts, presented a point 
of order to the effect that this was a con­
current resolution, that concurrent resolu­
tions did not go to the President, but that 
since the proposed amendment was legisla­
tion requiring the assent of the President it 
would not be in order on a resolution which 
does not go to the President. Thomas R. 
Marshall, Vice President of the United States, 
said that so far as he was aware there was 
no opinion of the Supreme Court to the effect 
that a concurrent resolution need not go to 
the President, and consequently overruled 
the point of order which had been made 
against it. 

In response to an inquiry from the Secre­
tary of the Interior, Attorney General Caleb 
Cushing, on August 23, 1854, rendered an 
opinion in which h~ held that a declaratory 
resolution of either House of Congress is not 
obligatory against the judgment of the 
Executive. He characterized the contrary 
view as follows: 

"According to tne letter of the Constitu­
tion, resolutions of the two Houses, even a 
joint resolution, when submitted to the 
President and disapproved by him, do not 
acquire the force · of law until passed anew 
by a concurrent vote of two-thirds of each 
House. On the present hypothesis, the bet­
ter way would be not to present the reso­
lution to the President at all, and then to 
call on him to accept it as law, with closed 
eyes, and, however against law he may know 
it to be, yet to execute it out of deference 
to the assumed opinion of Congress. 

"In the second place, the hypothesis puts 
an end to all the forms of legislative scrutiny 
on the part of Congress. A declaratory law, 
especially if it involve the expenditure of 
the public treasure,. has forms of legislation., 
to go through to insure due consideration. 
All these time-honored means of securing 
right legislation will pass Into desuetude, if 
the simpl-e acceptance of a resolution, re­
ported by a committee, is to be received as 
a constitutional enactment, obligatory on 
all concerned, including the Executive. 

( 
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"In this way, instead of the revenues of 

the Government being subject only tp the 
disposition of Congress in the form of a law 
constitutionally enacted, they will be trans­
ferred to the control of an accidental ma­
jority, expressing its will by a resolution, 

· passed, it may be, out of time, and under 
circum£tances, in which a law, duly and 
truly representing the will of Congress, could­
not have passed. And thus, all those checks 
and guards against .the inconsiderate appro­
priation of the public treasure, so carefully 
devised by the founders of the Government, 
will be struck out of the Constitution." 
(6 Op. Attorney General 694.) 

With specific reference to the authority of 
Congress to declare by resolution, without 
presentation to the President, the meaning 
of. an existing law, the Attorney General 
stated (idem, p. 694) : 

"A mere vote of. either or of. both Houses of 
Congress, declaring its opinion of the proper 
construction of a general law, has, be it re­
peated, in itself, no constitutional f.orce O! 
obligation as law. It is opinion merely, and 
to be dealt with as such, receiving more or 
less of deference, like other mere opinions, 

_according to the circums~ances." 

Mr. GEORGE. Mr. President, I would 
not submit any argument here ton1ght 
exceot that I ani anxious to have this 
legislation passed. I believe it is in the 
interest of the t~xpayers of the country. 
I know that if the action which the able 
Senator from Utah is now inviting the 
Senate to take is taken, it will be im­
possible to secure consideration of this 
measure, for this very simple reason: 

There-is on the calendar of the Senate 
a so-called concurrent resolution. I do 
not believe that the nature of a thing is 
absolutely determined by what name is 
given to it. A so-called concurrent reso­
lution passed the House and came over 

~ to the Senate. The Senate Finance Com­
mittee reported it, and it is on the cal­
endar. It may or may not be taken up 
and acted upon; but if taken up, of 
course, it would be entirely proper and 
competent for the Senator from Utah to 
resist it and ask that it be not approved. 
On the contrary, the able Senator now, 
before the concurrent resolution has 
been called up, is offering the concurrent 
resolution as an amendment to the pend­
ing tax bill. 

Mr. MURDOCK. Mr. President, will 
the Senator yield? 

Mr. GEORGE. I yield. 
Mr. MURDOCK. The reason I do so 

is very simple. Under the Constitution, 
as the Senator well knows, all revenue 
legislation must originate in the House. 
The concurrent resolution referred to is 
not legislation. I think the Senator will 
agree to that, will he not? 

Mr. GEORGE. · I am not discussing 
it, because it is not before the Senate as 
a concurrent resolution. If it is before 
the Senate at all, it is because the Sena­
tor is adopting it as an amendment. 

Mr. MURDOCK. I am asking the Sen­
ator a fair question. Does he consider 
that House Concurrent Resolution 50 
constitutes legislation i_f passed by the 
Senate? 

Mr. GEORGE Ordinarily a concur­
rent resolution is not legislation; but I 
am not going into the question, and do 
not wish to go into the question as to 
whether a thinJ which is really a joint 
resolution can be called a concurrent 
resolution, or whether the name is con-

trolling. I should say that ordinarily drilling costs to be "expensed," as they 
the Senator is correct. It has always say in the industry, or to be treated as 
been the parliame,ntary ruling that a a deductible expense, or added as a cap­
concurrent resolution is not legislation, ital asset, at the option of the taxpayer. 
and does not go' to the President. That raised the old question which had 

Mr. MURDOCK. That is the· point I been before Congress from year to year 
make. So if I should offer the amend- in one form or another, and we had a 
ment which I now offer to the tax bill as prolonged fight in the Finance Commit­
an amendment to the concurrent res- tee and on the :fioor of the Senate. 
olution, in all probability th.e point would The result was that the Treasury was 
be made that inasmuch as the concur- defeated in its aim and purpose. Fol­
rent resolution is not tax legislation the lowing that legislation, when the Senate 

· offering of my ·amendment would con- again adhered to the principle of the de­
stitute the initiation of tax legislation in pletion allowance for oil and gas lind 
the Senate, and probably ft would be certain other minerals and refused to 
ruled out of order. remove what the Treasury called ~double 

If the Senator would agree with me to- advantage to the oil and m.ineral pro­
night that the concurrent resolution, ducers, namely, the depletion allowance, 
notwithstanding the fact that it is called the right to treat intangible drilli-ng 

. a concurrent resolution, is in fact a joint costs as an ·expense, at tbe option of the 
resolution, I would join him in a minute taxpayer, rather than to capitalize them, 
in passing it and having it sent to the the Treasury lost in its contention. 
President for his signature. I would be Following that time the case to which 
glad to join the Senator in doing that the able and distinguished Senator from 
very thing. Utah referred arose. The Treasury, of 

Mr. GEORGE. I have not gone into course, made the attempt in that case to 
that question, but I will say to the Sen- challenge the right. of. the taxpayer to 
ator that I will make no point whatever exercise the option which he claimed he 
if the so-called House Cohcurrent Reso- had a right to exercise, under the old 
lution 50 is brought up. I will make Treasury regulation which had stood for 
no point that his amendment, or any about 25 years. However, it was not at­
amendment which he may wish to offer tacked on the ground that it was con­
as a substitute for it, is not in order, trary to the statute, as I understand, nor 
because it would be in order. As l in- was the regulation attacked as such. 
terpret the concurrent resolution, it does They were attacking what the taxpayer 
nothing on earth except express the sense was trying to do in that case. In other 
of the Congress regarding its own intent. words, they claimed the taxpayer could 
Apparently it is not intended to consti- not do it under the facts in the case and 
tute a law, because it is not in the form that it did not come within the regula­
in which a joint resolution would ordi- tions. The court rendered a decision. 
narily go to the President for his ap- Subsequently, on a rehearing, it modified . 
proval or disapproval. its viewpoint. 

Mr. MURDOCK. Mr. President, wiil Mr. MURDOCK. Mr. President, will 
the Senator yield? ' the Senator yield at tbis point? 

Mr. GEORGE. I yield. Mr. GEORGE-. I yield. 
Mr. MURDOCK: First, let me say that Mr. MURDOCK. I assume that the 

I am very anxious to do exactly what the Senator does not take the position that 
Senator wishes to do, and that is to make the court changed its position with re­
sure that the oil industry gets the ad- spect to the invalidity of the regulation, 
vantage of this regulation. That is why so far as the court was concerned. 
I am so anxious to do it by legislation Mr. GEORGE. Yes-so far as that 
rather than by concurrent resolution. case was concerned. 

Mr. GEORGE. I will say to t:qe Sena- Mr. MURDOCK. Of course, the court 
tor that there are already in the Senate said in its first opinion that, although 
Finance Committee bills which undoubt- the taxpayer did not challenge the regu­
edly deal with revenue, and one of which, lation and although the tax collector had 
at least-perhaps both of which-we . not challenged the regulation, when it­
shall have to bring out during the coming · the court-was confronted with a regu­
week. The Senator could certainly at- lation which obvioUsly was in violation 
tach to either of those bills, if he wished of law, it was the duty o~ the court to say 
to do so, any other revenue measure. I so. That is what the court said. 
realize that the Senator did not wish to Mr. GEORGE. I understand. ,I may 
embarrass this particular biB by offering say in passing that it is a very dangerous -
an amendment which really is not ger- practice for an appellate court to decide 
mane in any sense, and one which would that it has discovered what able counsel 
jeopardize any possible chance of having of interstate bodies have not discovered, 
the bill approved prior to October;· or and to hold a regulation illegal, for the 
whenever we return. I say that for this simple reason that a lawyer generally 
reason: knows his case and litigants for -large 

One of the most highly controversial States know their cases also, and the 
features of our revenue laws has been courts need the advice of counsel, al­
the question of depletion allowance. though I understand that many of them 
Connected therewith has been the ques- think they do not. 
tion of the intangible drilling costs in Mr. MURDOCK. Mr. President, will 
the case of oil and gas wells. In 1942 the Senator yield at this point? 
Treasury representatives came before the Mr. GEORGE. Yes. I was simply lee-
Finance Committee and made a frontal turing the court. 
assault on the depletion allowance. One Mr. MURDOCK. But we find that in 
of the chief arguments against the deple- deciding the case the court cited anum-. 
tion allowance was the existing Treasury ber of cases in support of the position 
regulation which allowed intangible it took. 

I I 
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Mr. GEORGE. I know that. I say that 

I am simply lecturing the court, and I am 
insisting on what I think is always a 
much safer thing for courts to do, 
namely, to allow the lawyers to develop 
the points which they believe to be con­
trolling. If the court discovers some­
thing else which it knows to be control­
ling, all good and well. But in this case, 
regardless of what one may think about 
it, the court decided against the taxpayer, 
but finally the court modified what it 
had said with respect to the confiict of 
the Treasury regulation with the statute. 

House Concurrent Resolption 50 was 
submitted in the House of Representa­
tives. It was agreed to by the House of 
Representatives and came to the Senate. 
The Senate Finance Committee, to which 
it was referred, has reported it favor­
ably, and it has been placed on the cal­
endar. In the report which the Senate 
Finance Committee made on the reso­
lution the following is stated: 

This resolution seeks to reaffirm what the 
committee believes to have been the intent 
of Congress as reflected in Treasury regula­
tions-

Certain Treasury regulations. 
That is all; that statement is in the 

report. The committee report is that 
the resolution seeks to reaffirm what the 
committee believes to have been the in­
tent of Congress as reflected in certain 
regulations. That is not the law. It will 
not be binding on a court. It will not 
have anything to do with the law if the 
law-is right. The courts may continue to 
make their decisions with respect to reg­
ulations. But in the measure now be­
fore the Senate there is nothing about 
the resolution; it is not referred to at 
all; it is wholly extraneous. 

The resolution is on the calendar; and 
when it comes up for consideration in 
the Senate, the Senate may pitch it out 
entrely and may say it is not proper pro­
cedure and should not be agreed to. But 
I say that any legislative body which 
is a sovereign body under everyone's law 
has a right to express its opinion as to 
what it intends to do or what it intended 
to do. The Congress of the United 
States expressed its ·opinion that what 
the Turks were doing in Europe· long 
long numbers of years ago was outrageous 
and contrary to the dictates of human­
ity, and so forth and so forth. Certainly 
a legislative body can say what its pur­
pose or intent is in taking certain ac­
tion. That is not binding on a court, 
any more than what it said in the first 
instance was. The courts frequently 
find that something was not the intent 
of the legislature, when probably it was; 
and sometimes they find that something 
was the intent of the legislative body, 
when probably it was not; but they ex­
amine the law and arrive at their own 
decision. 
, Mr. MURDOCK. Mr. President, will 
the Senator yield? 

Mr. GEORGE. I yield. 
Mr. MURDOCK. I am in full agree­

ment with the Senator regarding what 
can be done by concurrent resolution, 
and I agree with him that by concurrent 
resolution W'3 can condemn things which 
occur in Europe or things which occur in 
this country. But when we try to tell 
the courts of the country, as we do here, 

what the law is, when they have held 
just the opposite, and when a committee 
of Congress not only condemns the ac­
tion of the court but takes the position­
as is done in both reports-that the po­
sition of the court is untenable, I sim­
ply think that cannot be done by means 
of concurrent resolution. · 

Mr. HATCH. Mr. President, will the 
Senator yield? 

Mr. GEORGE. I yield. 
Mr. HATCH. I asked the Senator 

from Georgia to yield because I am more 
or less familiar with the whole question 
which is being debated. I do not think 
there is an iota of difference between 
the position of the Senator from Utah 
and the position of the Senator from 
Georgia-absolutely none-except this- ' 
and let me say first that I think the posi­
tion of the Senator from Utah is sound. 

Mr. MURDOCK. I thank the Sen­
ator. 

Mr. HATCH. I do. But I should also 
say that we are confronted with a cer­
tain practical situation. The Senator 
from Georgia has explained that this 
matter is -not involved in this particular 
measure, so far. When House Concur­
rent Resolution 50 comes before the Sen­
ate, I think we can all debate the ques­
tion and discuss it to ou:r heart's content. 
But right now I see no particular reason 
for indulging in this debate. But I do 
think the Senator from Utah is really 
sound in the po~ition he takes. 

Mr. GEORGE. I am not disputing 
that. However, I am pointing out the 
effect of it, and I am pointing out the 
Treasury's position on it. 

I was about to make an additional 
statement, and with that I will be 
through and will be willing to have the 
Senate vote on this matter. The Treas­
ury has taken a fiat position on this 
issue, and the Treasury has also said 
that so far. as past transactions are 
concerned-in other words, so far as its 
regulation is concen1ed-it would go on 
and would abide by it, regardless of 
what the court had said or had not said. 

But the Treasury does not wish to 
approve any legislation which lays down 
the law for the future. So, suppose this 
amendment is added to the bill. The bill 
thus amended would go to the House of 
Representatives. The Treasury would 
appear before the House committee and 
would ask that the bill be held for con­
ference . . That undoubtedly would be 
done, and that would be the end of the 
tax bill, because before a conference 
could be held we would have adjourned 
and gone home until October. 

The issue can be raised either on con­
sideration of House Concurrent Resolu­
tion 50, when it comes before the Sen­
ate, or on consideration of another tax 
bill, if one is reported and considered 
at this session, before the adjournment. 

Mr. FERGUSON. Mr. President, will 
the Senator yield? 

Mr. GEORGE. I yield. 
Mr. FERGUSON. I should like to in­

quire whether it is the intention of the 
Senator to call up House Concurrent 
Resolution 50, foLowing consideration 
of the pending measure. 

Mr. HATCH. I hope the Senator does 
so. 

Mr. GEORGE. I should like to get .it 
off the calendar, because it is there now. 
However, I do not know that I shall call 
it up immediately after action is taken 
on the pending bill. Another tax bill 
might be reported out before that. 

Mr. FERGUSON. Does the Senator 
from Georgia anticipate that within· a 
short time a revenue bill will be reported 
from the committee and will be ready 
for consideration by the Senate? 

Mr. GEORGE. Yes; I anticipate that 
may be done either on Friday or Satur­
day. 

Mr. FERGUSON. The Senator from 
Utah may endeavor at that time to at­
tach what he now proposes to attach. 

Mr. GEORGE. Yes. 
Mr. MURDOCK. If the Senator from 

Georgia will assure me that he will not 
attempt to call up Concurrent Resolution 
No. 50, and would prefer to have me 
offer my amendment to some other tax 
bill, and I may have that opportunity 
before the Senate passes on Concurrent 
Resolution No. 50, I shall have no ob­
jection. 

Mr. GEORGE. That will be all right 
with me, so far as I am concerned, but 
there are several other Senators who 
are interested in Concurrent Resolution 
No. 50, and I could not -bind them. 

Mr. HATCH. The Senator from Geor­
gia may not bind other Senators in re­
spect to Concurrent Resolution No. 50. 

Mr. GEORGE. No. 
Mr. MURDOCK. Will the Senator 

from Georgia agree to what I have sug­
gested? 

Mr. GEORGE. I would certainly be 
willing to give the Senator from Utah an 
opportunity to seek to offer his amend­
ment to some other revenue bill which 
will come before the Senate. I would not 
want to undertake to bind other Sena­
tors, however, who are interested in the 
matter, by saying that concurrent resolu­
tion No. 50 will not be called up, because 
any Senator may call it up. 

Mr. BARKLEY. In that connection I 
may say, Mr. President, that following 
the disposition of the Export-Import 
Bank bill tomorrow, I hope to move that 
the calendar be called for consideration 
of bills to which there is no objection. 
The concurrent resolution to which ref­
erence has been made will not b~ included 
in the call of the calendar, which will be­
gin where we left off the last time the 
calendar was called. It would be subject 
to any Senator's objection. Under those 
circumstapces, it would take a motion to 
bring the concurrent resolution before 
the Senate, and the chances are, I believe, 
that it would go over until after the re­
cess of the Senate. · 

Mr. HATCH. As a matter of fact, Mr. 
President, I am quite sure that a motion 
will be made. 

Mr. BARKLEY. It will then be neces­
sary for the Senate to act on the motion. 

Mr. GEORGE. I could not undertake 
to bind any Senator. 

Mr. MURDOCK. I understand that. 
If the Senator will agree that he will not 
call up Concurrent Resolution 50, or 
move to have it considered, and afford me 
an opportunity to offer my amendment 
to a tax bill which may come up tomor­
row or Saturday, I shall be perfectly will­
ing to .withdraw my amendment now. 
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Mr. GEORGE. I believe there is a tax 

bill on the calendar to which the distin­
guished Senator from Wisconsin [Mr. 
LA FoLLETTE] secured approval of the 
Senate Finance Committee to offer an 
amendment. I do not remember what 
bill it is. But there is another tax bill 
which will have to be brought before the 
Senate. 

The PRESIDENT pro tempore. The 
question is on agreeing to the amend­
ment of the Senator from Utah. 

Mr. MURDOCK. Mr. President, I do 
not wish to interfere with the Senator 
from New Mexico [Mr. HATcH], but if 
the matter could go over tonight, so that 
I may have an opportunity to attach the 
amendment to a tax bill which will be 
called up tomorrow or Saturday, then the 
Senator could call up the concurrent res­
olution at any time he desired to do so. 

Mr. HATCH. I shall be very glad to 
have the matter 'go over tonight, but I 
will not make any agreement. 

Mr. MURDOCK. With the assurance 
which I have received from the Senator 
from Georgia [Mr. GEORGE] that he does 
not intend to call up Concurrent Resolu­
tion 50, I withdraw my amendment at 
this time. 

The PRESIDENT pro tempore. The 
bill is before the Senate and open to 
amendment. If there be no further 
amendment to be offered, the question 
is on the engrossment of the amend-, 
ments and the third reading of the bill. 

The amendments were ordered to be 
engrossed and the bill to be read a third 
time. 

The bill <H. R. 3633) was read the 
third time and passed. 
PAYMENTS OF SUBSIDIES TO PRODUCERS 

OF CERTAIN FARM PRODUCTS 

Mr. O'MAHONEY. Mr. Presi_dent, I 
ask unanimous consent that ' the Senate 
proceed to the consideration of Calendar 
No. 464, Senate bill 1270. 

Mr. LANGER. I object. 
Mr. O'MAHONEY. Mr. President, if 

the Senator from North Dakota will 
withhold his objection for a moment, I 
will make a ·statement with respect to 
the bill. 

Mr. LANGER. I withhold the objec­
tion. 

· Mr. O'MAHONEY. This is a measure 
which has been reported by the-Banking 
and Currency Committee of the Senate. 
The bill i.s designed to make it possible 
for the Commodity Credit Corporation 
to carry out a program to sustain the 
lamb producer. 

Mr. LANGER. I withdraw my ob­
jection. [Laughter.] 

Mr. O'MAHONEY. I thank the Sen­
ator.-

The PRESIDENT pro tempore. The 
bill will be stated by title for the infor­
mation of the Senate. 

The LEGISLATIVE CLERK. A bill (S. 
1270) relating to the payment of sub­
sidies by the Commodity Credit Corpora­
tion and the Reconstruction Finance 
Corporation. 

The PRESIDENT pro tempore. Is 
there objection to the present considera­
tion of the bill? 

Mr. WHITE. I may say to the Sen­
ator from Wyoming that I have talked 

with minority members of the commit­
tee, and I find no opposition on their 
part to the proposed legislation. 

The PRESIDENT pro tempore. Is 
. there objection to the present considera­
. tion of the bill? 

. There being no objection, the Senate 
proceeded to consider the bill (S. 1270) 
relating to the payment of subsidies by 
the Commodity Credit Corporation and 
the Reconstruction Finance Corporation, 
which had been reported from the Com­
mittee on Banking and Currency with an 
amendment, on page 2, line 8, after the 
word "correspondingly", to strike out 
"And provided further, That the Cor­
poration is authorized to carry out sub­
sidy operations with respect to 1946 and 
1947 sugar crops to such extent as the 
Secretary of Agriculture may determine 
necessary to obtain the maximum neces­
sary production and distribution of 
sugar", 'so as to make the bill. read: 

Be it enacted, etc., That the amount · of 
funds authorized to be expended by Com­
modity Credit Corporation pursuant to sec­
tion 3 of the act of April 12, 1945 (Public 

· 30, 79th Cong.), shall be increased by such 
amounts as may from time to time be de­
termined by the Secretary of Agriculture 
as follows: (1) Not to exceed with respect 
to livestock and livestock p~.:oducts, $595,-
000,000; (2) not to exceed with respect 
to wheat and wheat . products, $190,000,-
000; and (3) not to exceed with respect to 
butterfat and butter, $100,000,000: Provided, 
That the amounts authorized to be expend­
ed pursuant to section 1 of the act of June 
23, 1945 (Public, 88, 79th Cong.), for subsidy 
payments on meat, butter, and flour shall be 
reduced correspondingly. 

The amendment was agreed to. 
The PRESIDENT pro tempore. The 

bill is before the Senate and open to fur­
ther amendment. If there be no further 
amendment to be offered, the question is 
on the engrossment and third reading of 
the bill. . 

The bill was ordered to a third read­
ing, was read the third time, and passed. 

Mr. O'MAHONEY. Mr. President, I 
ask unanimous consent that the com­
mittee report be printed in the ·RECORD 
at this point. / 

There being no objection, the report 
(No. 465) was ordered to be printed in 
the RECORD, as follows: 

The Committee on Banking and Currency, 
to whom was referred the bill (S. 1270) re­
lating to the payment of subsidies · by the 
Commodity Credit Corporation and the Re­
construction Finance Corporation, having 
considered the same, report favorably there­
on with an amendment and recommend that 
the bill as amended do pass. 
. This bill, as reported by the commi~tee, 
authorizes an increase in the amounts of 
the subsidies which may be paid by ttie 
Commodity Credit Corporation with respect 
to certain agricultural commodities and the 
}'lroducts thereof. Any increase in the 
amount of subsidies paid by the Commodity 
Credit Corporation will be conditioned upon 
a corresponding decrease in the amount of 
subsidies authorized to be paid by the Re­
construction Finance Corporation. Thus, no 
over-all increase in subsidies is authorized. 

Under existing law, limitations are placed 
upon the amounts of the subsidies which 
may be paid by the Commodity Credit Cor­
portion or the Reconstruction Finance Cor­
poration. The limitations with respect ' to 
the Commodity Credit Corporation are con-

tained in Public Law 30, Seventy-ninth Con­
gress, and those with respect to the Recon­
struction Finance Corporation are contained 
in Public Law 88, Seventy-nint h Con gress. 
Under the latter act, the Reconstruction Fi­
nance Corporation is authorized to pay the 
following subsidies, among others. With re­
spect to meat in an amount not to exceed 
$595,000,000, with respect to flour in an 
amount not to exceed $190,000,000, and with 
respect to butter in an amount not to exceed 
$100,000,000. Under this bill, the amount 
of Commodity Credit Corporation funds au­
thorized to be expended for subsidy purposes 
will be increased by such amounts as may 
be determined from time to time by the 
Secretary of Agriculture as follows: (1) Not 
to exceed with respect to livestock and live­
stock products, $595,000,000, (2) not to ex­
ceed with respect to wheat and wheat prod­
ucts, $190,000,000, and (3) not to exceed 
with respect to butterfat and butter, $100,-
000,000. These amounts correspond to the 
amounts stated above as those which the 
Reconstruction Finance Corporation' is au­
thorized to expend for sub~Sidies with re­
spect to similar commodities; and whenever 
an increase is made under this bill in .. the 
amount of subsidies paid by the Commodity 
Credit Corporation with respect to any such 
class of agricultural commodities or the prod­
ucts thereof, a corresponding reduction will 
be made in the amount authorized to be 
paid by the Reconstruction Finance Cor­
poration with respect to agricultural com­
modities of that class or the products thereof. 

The enactment of this bill will tend to 
centralize in the Secretary of Agriculture the 
responsibility for the production of food, 
and at the same time will afford greater flex­
ibility in working out the food program. 
This should serve to enable the Secretary 
of Agriculture to overcome some of the dif-

. ficulties which have . been encountered in 
the production and distribution of food. 
For example, the Commodity Credit Cor­
poration will be enabled to pay subsidies to 
the_producers of lambs on the basis of an 
arrangement which has already been worked 
out informally and which will · do much to 
relieve the present plight of the producers 
of Iambs and result in a greater supply 
of their product for the consuming public. 
While it is generally agreed that this ar­
rangement will result in substantial im­
provement in the production and distribu­
tion of lambs, the Commodity Credit Cor­
poration, which haf3 the ba·sic authority to 
pay such a subsidy under existing law, does 
not have available funds to use for that 
purpose within the existing limitations. The 
Reconstruction Finance Corporation, on the 
other hand, does have available funds which 
can be used for paying the subsidy to l'amb 
producers, but does not have the basic au­
thority to pay such a subsidy under existing 
law. Thus, it is apparent that in this case 
the flexibility which would be provided by 
this bill is necessary in order· to attain an 
objective which has been generally agreed 
upon as desirable. 

INCREASE IN LENDING AUTHORITY ' OF 
EXPORT-IMPORT BANK 

Mr. BARKLEY. Mr. President, earlier 
in the day the Committee on Banking 
and Currency reported House bill 3771 
dealing with the increased lending power 
of the Export-Import Bank. I ask unan­
imous consent that the Senate proceed to 
the consideration of the bill at this time, 
with the understanding that it will not 
be dealt with until tomorrow.. 

There being no objection, the Senate 
proceeded to consider the bill <H. R. 3771) 
to provide for increasing the lending au­
thority of the Export-Import B ank of 
Washington, and for othel' purposes. 
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EXECUTIVE SESSION 

Mr. BARKLEY. I move that the 
Senate proceed to the consideration of 
executive busine-ss. 

The motion was agreed to; and the 
Senate proceeded to the consideration of 
executive business. 

TREATIES 

The legislative clerk proceeded to state 
the treaties on the calendar. 

Mr. BARF"..LEY. Mr. President, at this 
late hour it will not be possible to deal 
with the treaties. I hope that we c~n 
dispose of them tomorrow. 

The PRESIDENT pro tempore. With­
out objection, the treaties will go over. 

UNITED STATES PATENT OFFICE 

The legislative clerk read the nomi­
nation of Casper Ooms to be Commis­
sioner of Patents. 

The PRESIDENT pro tempore. With­
out objection, the nomination is con­
firmed. 

UNITED STATES COAST GUARD 

The legislative clerk proceeded to read 
sundry nominations in the Coast Guard. 

Mr. BARKLEY. I ask unanimous con­
sent that the Coast Guard nominations 
be confirmed en bloc. 

The PRESIDENT pro tempore. With­
out objection, the Coast Guard nomina­
tions are confirmed en bloc. 

UNITED STATES PUBLIC HEALTH 
SERVICE 

The legislative clerk proceeded to read 
sundry nominations in the Public Health 
Service. 

Mr. BJ\RKLEY. I ask unanimous con­
sent that the Public Health Service nom­
inations be confirmed en bloc. · 

The PRESIDENT pro tempore. With­
out objection, the nominations are con-
firmed en bloc. · 

Mr. BARKLEY. Mr. President I ask 
that the President be immediately noti­
fied of all nominations this day con­
firmed. 

The PRESIDENT pro tempore. With­
. out objection, -the President will be 
notified forthwith . . 

That completes the calendar. 
RECESS 

Mr. BARKLEY. Mr. President, I wish 
to thank and congratulate the Senate on 
the hard day's work which it has done 
today. At any time a Senator desires 

. to have me testify under oath, or other­
wise, that he has worked more than 6 
hours today, I will be his witness. 
{Laughter.] . 

As in legislative session, I move that 
the Senate take a recess until 11 o'clock 
a.m. tomorrow. 
_ The motion was agreed to; and <at 
9 o'clock and 10 minutes p. m.) the Sen­
ate took a recess until tomorrow, Friday, 
July 20, 1945, at 11 o'clock a. m. 

CONFIRMATIONS 

Executive nominations confirmed by 
the Senate July 19 <legislative day, July 
9) t 1945: I 

UNITED STATES PATENT OFF!CE 
Casper Ooms to be Commissioner of 

Patents. 

COAST GUARD OF THE UNITED -STATES 
TEMPORARY "SERVICE 

Frank J . Gorman to be a rear admiral, from 
June 30, 1942, while serving as chief plan­
ning_ and control officer, or in any other 
assignment for which the rank of rear ad­
miral is authorized. 

Wilfrid N. Derby to be a rear admiral, from 
June 1, 1945, whire serving as district Coast 
Guard officer, First Naval District, or in any 
other assignment for which the rank of rear 
admiral is authorized. 

Raymond T. McElligott to be a rear ad­
miral, from June 1, 1945, while serving as 
assistant chief personnel officer, or in any 
other assignment for which the rank of rear 
admiral is authorized. 

William K. Scammell to be a rear admiral, 
from June 1, 1945, while serving as district 
Coast Guard officer, Twelfth Naval District, 
or in any other assignment for which the 
rank of rear admiral is authorized. 

William F. Towle to be a rear admiral, frcm 
June 1, 1945, while serving as district Coast 
Guard officer, Eleventh Naval District, or in 
any other assignment for which the rank 
of rear admiral is authorized. 

Michael J. Ryan to be a commodore, from · 
June 1, 1945, while serving as district Coast 
Guard officer, Sixth Naval District, or in any 
other assignment for which the rank of 
c0mmodore is authorized. 

Ellis Reed-Hill to be a commodore,· from 
June 1, 1945, while serving as chief, P.ublic 
Relations Division, or in any other assign­
ment for which the rank of commodore is 
authorized. 

John E. Whitbeck to be a commodore, fr"om 
June 1, 1945, while serving as district Coast 
Guard officer, Seventh Naval District, or in 
any other assignment for which the rank of 
commodore is authorized. 

Edward M. Webster to be a commodore 
from June 1, 1945, while serving as chief, 
Communication Division, or in any other 
assignment for which the rank of commo­
dore is authorized. 

William H. Barton to be a commodore, 
from JUne 1, 1945, while serving as district 
Coast Guard officer, Tenth Naval District, or 
in any other assignment for which the ranlt 
of commodore is authorized. 

Beckwith :Jordan to be a commodore, from 
June 1, 1945, while serving as district Coast 
Guard officer, Ninth Naval District, St. Louis, 
or tn any other assignment for which the 
rank of commodo~ J is authorized. 

UNITED STATES PUBLIC HEALTH SERVICE 
APPOINTMENTS AND PROMOTIONS IN THE REGULAR 

CORPS 
To be assistant dental surgeons, effective date 

of oath of office 
Donald L. Truscott Felice A. ·Petrucelli 
Stanley J. Ruzicka Frederick S. Loe, Jr. 
John C. Hec]fel Eugene H. Hess 
Arthur J. Lepine Robert J . Herder 
William B. Treutle Carl E. Johnson 

To be passed assistant dental surgeons, 
effective date of oath of office 

Charles_ H. Wright, Jr. 
George A. Nevitt 
Herbert A. Spencer, Jr. 

To be assistant sanitary engineers, effective 
date of oath of office _ 

Donald L. Snow 
Roscoe H. Goelte 
Ernest C. Anderson 

To be passed assistant sanitary engineers, 
effective date of oath of office 

Harry G. Hanson Fredrick C. Roberts, 
Richard F. Poston Jr. 
Edmund c. Gartbe Leonard M. Board 
Charles D. Spangler 

Passed assistant surgeon to be surgeon, 
effective August 16, 1945 

Robert H. Felix · 

HOUSE OF REPRESENTATIVES 
THURSDAY, JULY 19, 1945 

The House met at 12 o'clock noon. 
Rev. Bernard Braskamp, D. D., pastor · 

of the Gunton Temple Memorial Pres­
byterian Church, Washington, D. C., 
o:trered the following prayer: 

0 Thou God of all grace and goodness, 
we rejoice in 'rhy kind and kingly provi­
dence and the glad assurance that Thy 
thoughts concerning us are those of 
good will and love. 

We thank Thee for the joy and hope 
that this assurance gives us; for its in­
spiration in moments of doubt and dis­
couragement; for its restraining influ­
ence in times of temptation and turpi­
tude; for its strengthening and consoling 
power when the struggle of life with all 
its problems and perplexities is so diffi­
cult and our hearts are overwhelmed. 

We pray that the day may be hastened 
when the soul of men and nations shall 
be filled with this same Godlike spirit 
of good will and love. May our hearts 
be purged from everr feeling that violates 
the value and dignity of human per­
sonality and human . rights. Help us to 
cultivate the spirit of reverence and 
respect for all mankind. 

Grant that prejudice and bigotry may 
be banished and supplanted by tolerance 
and cooperation. May we resent with 
righteous indignation every attempt to 
stir up antagonism between people be­
cause of r.olor or creed or class. May 
the hot embers of hatred be forever ex­
tinguished. May Christ's spirit reign 
supre,mely. 

Hear us in the name of the Prince of 
Peace. Amen. 

The Journal of the proceedings of yes­
. terday was r_ead and approved. 

EXTENSION OF REMARKS 

Mr. ROE of Maryland asked and was 
given permission to extend his remarks in 
the RECORD and ii_lclude a:r.. editorial from 
the .Manufacturers' Record . 

Mr. WOODRUM of Virginia ·asked and 
was given permission to extend his re­
marks in the RECORD and to insert a short 
editorial appearing in the New York 
Times of July 6 on military training 
and aJso a short article in the same issue 
of the New York Times by Arthur Krock 
on the same subject. 

Mr. ROMULO asked and was given 
permission to extend his remarks in the 
REcORD and include a speech made by 
General MacArthur. · 

Mr. BARTLETT asked and was given 
permission to extend his remarks in the 
RECORD in two instances and to include 
therein an exchange of letters between 
Under Secretary of the Interior Abe 
Fortas and himself and an editorial from 
the Alaska Weekly. 

PRESIDENT HARRY S. TRUMAN 

Mr. MANSFIELD of Montana. Mr. 
Speaker, I ask unanimous consent to ad­
dress the House for 1 minute. 

The SPEAKER. Is there objection to 
the request of the gentleman from Mon­
tana? 

There was no objection. 
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Mr. MANSFIELD of Montana. Mr. 

Speaker, the practical realism of Presi­
dent Harry S. Truman has again been 
shown in despatchEs froll'. the Big Three 
meeting in Potsdam, Germany. Within 
a few hours after his first formal meeting 
with Churchill and Stalin he made clear 
the position of this country by stating 
that the swift defeat of Japan is the 
principal issue confronting the United 
Nations-particularly Russia, · Britain, 
and the United States. It is understood 
that President Truman-without mak­
ing any direct demands-informed his 
colleagues that the loss of lives in the 
Pacific must be ended as quickly · as 
possible. With that accomplished, the 
foundation can be laid for a just and 
permanent peace. 

President Truman is wasting no time 
in making his position clear. His bon.., 
esty an<! directness are to be commended 
and our prayers and hopes are, I be­
lieve, in good hands. We may be certain 
that he will represent his country-all of 
us-in the highest tr::- dition of American 
statesmanship. We are fortunate, in­
deed, to have this man from Missouri 
with his 'straight thinking and common 
sense guiding this Nation in one of its 
most critical hours. 
RECOMME'NDATIONS FOR THE IMPROVE­

MENT OF THE SUGAR SITUATION 

Mr. JENKINS. Mr. Speaker, I ask 
unanimous consent to address the House 
for 1 minute and to extend my remarks. 

The SPEAKER. Is there objection 
to the request of the gentleman from 
Ohio? ' 

There was no objection. 
Mr. JENKINS. Mr. Speaker, reports 

reaching every Member of Congress in­
dicate that the sugar situation has now 
become so critical that ration coupons 
and quotas from a practical standpoint 
are mere empty promises. Housewives 
find that they are unable to redeem the 
few coupons they have been issued for 
home canning. Industrial users are able 
to obtain from sugar refineries only a 
fraction of the drastically curtailed quo­
tas under which they are now operating. 
Regardless of quotas and coupons, un­
less steps are taken immediately to 
actually make sugar available "to house­
wives, canners, and other commercial 
users, much of the produce from victory 
gardens and vast quantities of other 
foods now coming to harvest are cer­
tain to be lost. 

The Republican Congressional Food 
Study Committee, of which I am chair­
man, has continually carefully investi­
gated ·this whole situation and I have 
five specific recommendations that will 
help relieve this deplorable situation: 
1. BORROW SUGAR FROM THE UNITED KINGDOM 

It is reported that for more than 2 
years past Great Britain has held stocks 
of sugar in . excess of normal peacetime 
practice. It is recommended that ad­
ministration food officials make arrange­
ments to borrow immediately 200,000 
or more tons of sugar now in the West 
Indies from the United Kingdom until 
next January or February, when the 
new production will start reaching the 
market. 

2. BORROW SUGAR FROM MILITARY ALLOCATIONS 

Transfer allocations of sugar tempo­
rarily from military to. essential civilian 
use. It is reported that our military 
services have enough sugar already on 
hand for the present quarter. If it will 
not impair military activities, Federal 
food o:fficials should immediately ascer­
tain, and if possible sec·ure from the mil­
itary services as much of this sugar as 
possible. This can be replenished later. 

3. EMBARGO EXPORTATION OF AMERI CAN-
ALLOCATED SUGAR 

A month ago the Republican Congres­
sional Food Study Committee strongly 
recommended that an embargo be placed 
on the shipment of sugar available to the 
United States to any foreign country un­
til such time as their actual stock piles 
are disclosed and· justified. Up to this 
time no apparent action has been taken 
on this recommendation. The recom­
mendation is renewed. 

Looking ahead to 1946 the following 
recommendations are made: 

4. EXPAND SUGAR-BEET PRODUCTION 

It is recommended that a policy be 
established at once that will encourage 
the greatest possible acreage of sugar­
beet production. Sugar beets are har­
vested 6 months after planting. Until 
cane-sugar production reaches a point 
adequate to meet needs, expand sugar 
beet acreage to the maximum. 

5. PREPARE NOW TO PRODUCE SUGAR IN THE 
ORIENT 

The military pattern in the Orierit 
seems to have taken shape. It now ap­
pears that before long certain areas in 
tropical climate where sugarcane grows 
faster than any other place in the world 
will be recaptured from our enemies. 
Steps should now be taken by the ad­
ministration to move in immediately af­
ter our military forces with the necessary 
machinery and equi_pment to bring about 
speedy production of sugarcane. 

Mr. Speaker, it probably took a great 
deal of courage for the Secretary of 
Agriculture to deliver the radio address 
he made on the evening of July 16. Ac­
cording to the press he painted a gloomy 
picture of the food situation. Certainly 
it was a most severe condemnation of 
all Federal officials who have been re­
sponsible for creating this tragic situa­
tion. 

While laying the groundworlt for increased 
production-

Said the Secretary of Agriculture-
we are not overlooking any opportunities for 
bringing immediate relief from shortages. 

Almost 4 years have passed since Pearl 
Harbor and almost 6 years since the out­
break of war in Europe. The American 
people have a right to know why this 
groundwork was not laid long years 
ago. The same administration with its 
"palace guard" and satellites has re­
ceived every authority it needed from 
Congress to secure an adequate 'food sup­
ply to meet any demands. 

He pointed out that "we have em­
barked on a rigid policy of close scrutiny 
of military and foreign demands for 
food." Why · have Federal authorities 
waited until after we have exported some 

$u,500,000,000 worth of food at wholesale 
prices-not retail-on lend-lease to em­
bark on a policy of scrutiny? 

Two of our most important commodi­
ties are meat and sugar and on these two 
items the Secretary of Agriculture pre­
sented the gloomiest outlook. He indi­
cated that for 1946 we may have even 
less meat to ·eat than this year, and as 
for sugar he said: 

It m ay be several years before the impor­
tant sugar producing and exporting countries 
regain their prewar output. Until that time, 
nations tha · import as large a part of their 
tot al supplies as the United States does can 
expect to be short of sugar. 

As an example of Administration con­
fusion and inc;ompetence, only 16 months 
ago the Chief . of the Administration's 
Sugar Division testified before the Ap­
propriations Committee of the House 
that there would be a huge sugar surplus 
in 1944. He then estimated 8,600,000 
tons of sugar would be available while 
both domestic and export demands would 
total only 6,800,000, leaving a surplus of 
1,800,000 tons of sugar. 

Prior to that time the Republican Con­
gressional Food Study CommittEW's in­
vestigations uncovered the fact that a 
serious sugar shortage was inevitable. 

Relief can be had immediately, and 
more relief can be had in 1946, if the 
above five specific recommendations are 
carried out. 

EXTENSION OF REMARKS 

Mr. ELLIS asked and was given pe:t;­
mission to extend his remarks in the 
Appendix of the RECORD. 

ABUSE OF LEND-LEASE. 

Mr. ELLIS. Mr. Speaker, I ask unan­
imous consent to address the House for 

· 1 minute and to revise and extend my 
remarks. 

The SPEAKER. Is there objection to 
the request of the gentleman from West 
Virginia? · 

There was no objection. 
Mr. ELLIS. Mr. Speaker, today I have 

placed in the Appendix of the REcORD an 
amazing story on lend-lease written by 
an American citizen. 

While the story reveals nothing par­
ticularly new in the reckless waste of 
American dollars and supplies, it does 
give the viewpoint of a soldier. And do 
not think for one ·moment that they have 
failed to observe this waste and the treat­
ment experienced by our armed forces. 

The story of our allies in the Middle 
East being swamped with American 
cigarettes and precious canned goods 
while our men were without is a sicken­
ing revelation. Gasoline sent them on 
lend-lease in United States tankers, de­
livered to the gasoline dumps of our 
Allies in Unfted States trucks, was later 
purchased by our forces-cash on the 
barrel-head-at excessive prices. 

VVe pay $1 per head to the French­
British company for United States troops 
passing through the Suez Canal to the 
Far East to drive the Japs out of the 
possessions of our allies. . 

Up until December 1944 we had de­
livered $3,523,684,000 in lend-lease to 
the Mediterranean area. The consumer 
goods sent to the absolute monarchs, 
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such as in Arabia and Egypt, add to their 
_Personal fortune. The goods are sold in 
the markets. In Egypt the shops in 
Alexandria and Cairo are filled with 
American merchandise for those who 
have the money to buy, and they are 
mostly foreigners. 

Poverty and disease are prevalent and 
99 percent of the population received 
nothing and know nothing about lend­
lease. 

From 90 to 95 percent of the supplies 
sent to north Africa, on lend-lease comes 
from the United States, but British offi­
cials insist on sitting in on conferences 
in many instances where they had fur­
nished none of the supplies and where 
their interests were only justified by their 
concern for postwar relations of the Em­
pire. 

Lend-lease files and records of all kinds 
are open to the British, who inspect them 
frequently. 

The Egyptian Army could not with­
stand an assault by the Metropolitan 
Police, and a-British tank whirled up in 
front . of the king's palace dictates their 
foreign policy. 

I was told by a member of our Naval 
Affairs Committee that several months 
ago a drought condition prevailed in Ber­
muda where they depend completely on 
rain water. The tankers in which we 
sent fresh water for their relief were 
charged $40(} per day dockage. 

A sailor told me here in Washington 
that he was aboard a cruiser which took 
part in the landing operation in Italy. 

- During the days of preparation he went 
to the supply ship for flashlight batteries; 
none were on hand. He went ashore in 
north Mrica and purchased a supply of 
United States made batteries from a 
native merchant. 

The termination of the war in Europe 
does not end this mad flight of dollars. 
Russia is down for $900,0001000 in lend­
lease for the current fiscal year; Great 
Britain is down for $2,500,000,000; Italy 
for $100,000,000, and France for a goodly 
sum, on top of the $800,000,000 already 
given. 

In addition to the lend-lease operation 
we _have the $3,500,000,000 Export-Import 
Bank, $17 ,000,000,000_ in the Bretton 
Woods proposal and many other agencies, 
all designed to channel dollars to all the 
countries of the world. And our debt 
keeps mounting near $300,000,000,000; 
more than the war spending of all our 
allies combined. 

In these days of food shortages, huge 
quantities of rationed goods continue to 
flow out of the country on lend-lease. 

In the name of common sense, in the 
name of the men and women in our, 
armed forces, and for the sake of coming 
generations, let us stop this senseless 
operation. The Congress should take 
the necessary action now before we are 
compelled to do so by an incensed public 
opinion. 

ESTATE OF JAMES ARTHUR WILSON 

Mr. PITTENGER. Mr. Speaker, I 
call up the conference report on the bill 
<S. 592) for the relief of the estate of 
James Arthur Wilson, deceased. · 

The Clerk read the title-of the bill. 

"The Clerk read the conference report. 
The conference report and statement 

are as follows: 

CONFERENCE REPORT 

The committee ot conference on the dis­
agreeing votes of the two Houses on the 
amendments of the House to the bill (S. 592) 
for the relief of the Estate of James Arthur 
Wilson, deceased, having met, after full and 
free conference, have agreed to recommend 
and do recommend to their respective Houses 
as follows: 

That the Senate recede from fts disagree­
ment to the amendm~nt of the House, and 
agree to the same with 'an amendment · as 
follows: In lieu of the figures, to-wit: 
"$7,000" inserted by the House, insert the 
figures "$6,000"; and the House agree to the 
same. 

DAN R. McGEHEE, 
CLIFFORD P. CASE, 

Managers on the Part of the House. 
ALLEN J. ELLENDER, 
KENNETH S. WHERRY, 

. JAMES M. TuNNELL, 
Managers on the Part of the Senate. 

STATEMENT 

The managers on the part of the House 
at the conference on the disagreeing votes 
of the two Houses on the amendment of the 
House to the bill (S. 592) for the relief of 
the estate of James Arthur Wilson, deceased, 
submit the following statement in explana­
tion of the effect of the action agreed upon 
and recommended in the accompanying re­
port. 

The bill as passed the Senate appropri­
ated to the estate of James Arthur Wilson 
deceased, the sum of $5,000, for the death of 
the said James Arthur Wilson, which re­
sulted from, an accident involving an Army 
truck in Greensboro, N. C., on July 20, 194~ . • 

The House Increased the amount to $7,000, 
and at the conference a compromise of $6,000 
was agreed upon. 

DAN R. McGEHEE, 
CLIFFORD P. CASE, 

Managers on the Part of the House. 

The conference report was agreed to. 
A motion to reconsider was laid on the 

table. 
SAM SWAN AND AlLY SWAN 

Mr. PITTENGER. Mr. Speaker~ I 
call up the conference report on the bill 
<H. R. 1308) an act for the relief of 
Sam Swan and Ally Swan. 

The Clerk read the title of the bill. 
The Clerk read the conference report. 
The conference report and statement 

are as follows: 

CONFERENCE REPORT 

The committee of conference on the dis­
agreeing votes of the two Houses on the 
amendments of the Senate to the bill (H. R. 
1308) for the relief of Sam and Ally Swan, 
having met, after full and free conference, 
have agreed to recommend and do recom·­
mend to their respective Houses as follows: 

That the House recede from its disagree­
ment to the amendment of the Senate and 
agree to the same with an amendment as 
follows: In lieu of the figures "$3,000" in­
sert €he figures "$2,000"; and agree to the 

· same. 
DAN R. McGEHEE, 

EuGENE J. KEOGH, 
CLIFFORD P. CASE, 

Managers on the Pm·t ot the House. 
BRIEN MCMAHON, 

WAYNE MORSE, 
Managers on the Part of the Senate, 

STATEMENT 

The managers on the part of the House 
at the conference on the disagreeing votes 
of the two Houses on the amendment of the 
Senat~ to the bill (H. R. 1308) for the relief 
of Sam an~ Aily Swan, submit the following 
statement in explanation of the effect of the 
action agreed upon and recommended in 
the accompanying report: · 

The bill as passed the House approptiated 
to Sam and Ally Swan the sum of $3,000, on 
account of damage to their home owned 
jointly by them, caused by an explosion on 
October 13, 1941, in a stone quarry where 
blasting operations were being conducted 
by the Work Projects Administration. 

The Senate reduced the amount to $1,500, 
and at the conference a compromise of $2,000 
was agreed upon. · 

DAN R. McGEHEE, 
EUGENE J. KEOGH, 
CLIFFORD P. CASE, 

Managers on the Part of the House. 

The conference report was agreed to·. 
A motion to reconsider was laid on the 

table. 
MR. AND MRS. JOHN T. WEBB, Sa~ 

Mr: PITTENGER. Mr. Speaker, I ask 
unammous consent to take from the 
Speaker's desk the bill <S. 784) for the 
r~lief of Mr. and Mrs. John T. Webb, Sr .• 
With a House amendment, insist on the 
House amendment, request a conference 
with the Senate, and appoint conferees. 

The Clerk read the title of the bill. 
The SPEAKER. Is there objection to 

the request of the gentleman from Min­
nesota? [After a pause.] The Chair 
hears none and appoints the following 
conferees: Messrs. McGEHEE, HooK, and 
PITTENGER. 

AMENDMENT OF FEDERAL EMPLOYEES 
COMPENSATION ACT 

Mr: WALTER. Mr. Speaker, I ask 
unammous consent for the immediate 
consideration of the bill <S. 714) to 
amend the act entitled "An act to pro:.. 
vide compensation for employees of the 
United States suffering injuries while in 
the performance of their duties, and for 
other purposes," as amended. 

The Clerk read the title of the bill. 
The SPEAKER. Is there · objection to 

the present consideration of the bill? 
Mr. MICHENER. Mr. Speaker, re­

serving the right to object, as I under,.. 
stand,. this is an emergency matter. 
finanCially at least. It passed the Senate 
and has had some committee considera­
tion in the House. Will the gentleman 
explain the details of the bill and state 
the necessity of calling it up at this time? 

Mr. 'WALTER. Mr. Speaker, this leg­
islation is designed to amend the United 
States Employees Compensation Act so 
that those employees of the United 
States who were on Guam and in the 
Philippines and who were unable to file 
their claims within the time required un­
der existing law will be able to file their 
claims. 

Sections 2 and 3 are intended to re­
lieve hardship in individual cases. In 
certain cases of occupational disease or 
severe injury the injured employee may 
suffer prolonged disability before finally 
succumbing to the effects of such dis­
ease or injury. Dw·ing this period his 

/ 
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income is reduced to the level of disabil­
·ity-compensation payments, and if death 
occurs after a lapse of 6 years the de­
pendents are denied compensation for 
the death and no provision is made for 
the payment of the expense of·the burial. 
The amendment proposed in section 2 
will permit payment of compensation 
and ·burial expense in all cases where 
the death is a result of an injury other­
wise within the purview of the law. Sec­
tion 3 would permit the continuance of 
compensation after a period of 8 years 
to certain dependent persons without 
other means of support. 

The fourth section has to do with the 
payment of compensation to employees 
of the United States in foreign coun­
tries. Under existing law it is necessary 
to pay these employees in accordance 
with the schedules in effect in this coun­
try, notwithstanding the fact that such 
payments are substantially dispropor­
tionate to compensation which may be 
payable in similar cases under local law 
at the place outside the United States 
where such employees may be working 
at the time of injury. 

If this legislation is enacted into law 
it will enable the Compensation Com­
mission .to make the payments in accord­
ance with the laws of the several coun­
tries in which work is being done and 
should result in a very large saving to 
the Government. It is anticipated this 
will eliminate friction and dissatisfac­
tions met with where a standard of com­
pensation by the United States may be 
higher than that which local authorities 

.· consider adequate for other local em­
ployees in a particular area. 

Mr. GWYNNE of Iowa. Mr. Speaker, 
will the gentleman yield? 

Mr. WALTER. I yield to the gentle­
man from Iowa. 

Mr. GWYNNE of Iowa. As I under­
stand, the last provision applies only to 
people who are not citizens or residents 
of this country? 

Mr. WALTER. That is correct. 
Mr. GWYNNE of Iowa. May I say that 

this bill has been before Subcommittee 
No. 3 and has been considered thor­
oughly. 

Mr. SPRINGER. Mr. Speaker, will the 
gentleman yield? 

Mr. WALTER. I yield to the gentle­
man from Indiana. 

Mr. SPRINGER. The provisions of 
this bill, as I understand them, extend 
the statute of limitations from 1 year to 
5 years for the purpose of filing claims 
of the character included in this legis­
lation? 

Mr. WALTER. Precisely. There are 
about 400 claims, and I may say to the 
gentleman from Indiana that unless this 
legislation is enacted the result will be 
the filing of many private bills. The 
necessity of doing that will be obviated 
if there is a general law to take care 
of these cases. 

Mr. SPRINGER. As I understand it, 
the subcommittee of which the gentle­
man from Pennsylvania is chairman has 
given this measure consideration? 

Mr. WALTER. Yes; it was consid­
ered and unanimously agreed to by the 
committee. It has passed the Senate on 
the Unanimous Consent Calendar. 

Mr. SPRINGER. I thank the gentle­
man. 

The SPEAKER. Is there objection to 
the request of the gentleman from Penn­
sylvania? 

There being no objection, the Clerk 
read the bill, as follows: 

Be it enacted, etc., That section 20 of the 
act entitled "An act to provide compensa- · 
tion for employees of the United St ates suf­
fering injuries while in the performance of 
their duties, and for other purposes,'' as 
amended, is amended by adding at the end 
thereof the following new sentence: 

"Failure to give notice of injury or to file 
claim for compensation for disability or 
death within the time in the manner pre­
scribed by this act shall not bar the claim 
of any person thereunder if such claim is 
filed within 5 years after the injury or death 
and if the Commission shall find (1) that 
such failure was due to circumstances -be­
yond the control of the person claiming bene­
fits, or (2) that suc;:h person has shown suffi­
cient cause or reason in explanation thereof, 
and ma terial prejudice to the interest of the 
United States has not resulted from such 
failure; and upon such finding the Commis­
mission may waive compliance with the ap­
plicable provisions of the act." 

SEc. 2. That the first paragraph of section 
10 of such act is amended by striking there­
from the words "wit hin 6 years", and the 
wards "subject to the modification that no 
compensation shall be paid where the death 
takes place more than 1 year after the ces­
sation of disability resulting from such in­
jury, or, if there has been no. disability pre­
ceding death, more than 1 year after the 
injury;", and by deleting the comma and 
adding a colon following the word "pay" 
therein; and that section 11 of such Act is 
amended by striking therefrom the words 
"within 6 years", and the last sentence of 
such section. 

SEC. 3. That subdivision (G) of section 10 
of such act is hereby amended by striking 
therefrom the words "for a period of 8 
years" and "before that time", and by sub­
stituting the word "until" for the word "un­
less" therein. 

SEc. 4. That section 42 of such act is hereby 
amended by adding at the end thereof the 
following new paragraph: • 

"Whenever the Commission shall find that 
the amount of compensation, as provided by 
other provisions of this act, payable to em­
ploy!'JeS of the United States who are nei.ther 
citizens nor residents of the United States, 
any Territory, or Canada, or payable to any 
dependents of such employees, is substanti­
ally disproportionate to compensation for 
disability or death which may be payable in 
similar cases under local law, regulation, 
custom, or otherwise, at the place outside the 
United States, any Territory, or Canada, 
where such employees may be working at the 
time of injury, the Commission may provide 
for payment of compensation upon such 
basis as will be reasonably in accord with 
prevailing local payments in similar . cases, 
(1) by adoption or adaptation of the sub­
stantive features , (by a schedule or other­
wise) of local workmen's compensat!on pro­
visions, or other local law, regulation, or 
custom applicable in cases of personal in­
jury or death, or (2) by establishing and 
promulgating, for specific classes of em­
ployees, areas or places, special schedtlles of 
compensation for injury and death (includ­
ing schedules for the loss or loss of use of 
members .and functions of the body); and 
irrespective of the basi~? adopted may at any 
time modify or limit therein (a) the .maxi­
mum monthly and total aggregate payments 
for injury and death (including modification 
and limitation of medical or other benefits), 
and (b) the percentages of the employee's 
wage payable as compensation for such injury 
or death, and to modify, limit, or redesignate 

the class or classes of beneficiaries entitled 
to death benefits, including the designation 
of. persons, representatives, or groups, who 
would be entitled urider local l[' W or custom 
to payment on account of death, whether or 
not included in the classes of beneficiaries 
otherwise specified in this act. In the cases 
of such noncitizens and nonresidents, the 
Commission or its designees are authorized 
to make lump-sum awards (in the manner 
prescribed by section 14 of this act), when­
ever the Commission or its authorized de­
signee shall deem such settlement to be for 
the best interest of the United States, and 
also in any such cases to compromise and 
pay claims for any benefits so provided for, 
including claims in which there is a dispute 
as to jurisdiction or other facts, or ques­
tions of law. Compensation so payable shall 
be in lieu of all other. compensation from 
the United States for the same injury or 
death, and any payment so made shall for 
all purposes be considered as compensation 
under this act and as satisfaction of all. lia­
bility of the United States in respect to the 
particular injury or death. Tile Commis­
sion may delegate to any officer, agency, or 
employee of the United States, with such 
limitations and right of review as it deems 
advisable, authority to process, adjudicate, 
compute by lump-sum award, compromise, 
and pay any claim or class of claims for com­
pensation, and to provide other benefits, 
locally, under this paragraph, in accordance 
with such regulations and instructions as 
the Commission shall deem necessary, and 
for such purpose the Commission is au­
thor.ized to provide or transfer funds (in­
cluding reimbursement of amounts paid un­
der this act) . Should the Commission find 
(1) that conditions prevent the establish­
ment of facilities for processing and adjudi­
cating claims of such noncitizens and non­
residents, or (2) that such noncitizens and 
nonres1dents are alien enemies, the Com­
mission may waive the application of this 
act, in whole or in part, and for such period 
or periods of time as the Commission shall 
fix. The provisions of this paragraph m'ay be 
applied retrospectively as the Commission 
may determine, and, where necessary, with 
such adjustment of compensation · and bene­
fits as the Commission may find to be proper. 
Tile action of the Commission or its de­
signees in allowing or denying any payment 
under this act shall be final and conclusive 
for all purposes and with respect to all ques­
tions of law and fact, and not subject to 
review by any other official of the United 
States, or by any court by mandamus or 
otherwise, and credit shall be allowed in the 
accounts of any certifying or disbursing officer 
for payments in accordance with such action. 
Wherever used in this section, the geograph­
ical reference to the United States shall mean 
the continental United States." 

SEC. 5. (a) The amendments to such act 
shall be applicable retrospectively as follows: 

(1) The amendment in section 1 of this 
act shall apply to injury and death cases, 
whether or not reported or acted upon where 
the injury (or~ injury causing death) oc­
curred on or after December 7, 1940. 

(2) ''Ihe amendment in section 2 shall be 
applicable in any case of death following 
injury where the injury occurred prior to the 
date of approval of this act and the employee 
is receiving or is entitled to receive compensa­
tion for injury on or after such date. 

(3) 'l'he amendment in section 3 shall be 
applicable in any case where a beneficiary, 
affected by the provisions of section 10 (G) of 
such act, (a) is receiving compensation (or 
whose claim is in the process of initial ad-

. judication) on the date of the approval of 
this act, or (b) whose compensation has been 
terminated by reason of the limitation pro­
Visions of such section 10 (G) within 3 years 
prior to the date of such approval, should 
be found by the Commission to be suffering 
hardship at the time of approval of this act 
by reason of such termination. 
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(b) In any case where an employee em­

ployed ·by the United States within the pur­
view of such act or any extension thereof 
suffers disability 0r death after capture, de­
tention, or other restraint by an enemy of the 
United States, during the present w~:tr, such· 
disability or death shall in the administra­
tion of such act be deemed to have resulted 
from injury occurring while in the perform­
ance of duty, whether or not the employee 
was engaged in the course of his employment 
when taken by the enemy: Provided, That 
this subparagraph shall not apply in the case 
of any person (1) whose residence is at or 
in the vicinity of the place from whence be 
was thus taken, and (2) who was not living 
there solely by virtue of the exigencies of his 
employment, unless such person was so taken 
while be was engaged in tha course of his 
employment: Provided further, That com­
pensation for disability or death shall not be 
paid during any period of time during which 
the disabled person (or the dependents of 
such person, or any one of tl;lem) should 
receive or be entitled to receive any .pay, 
other benefit, or gratuity from the United 
States on account of detention by the enemy 
or by reason of the same disability or death, 
unless such pay, benefit, or gratuity is re­
funded or renounced. 

The bill was ordered to be read a 
third time, was read the third time, and 
passed, and a motion to reconsider was 
laid on the table. 

EXTENSION OF REMARKS 

Mr. McGLINCHEY asked and was 
given permission to extend his remarks 
in the Appendix of the RECORD. 

PERMISSION TO ADDRESS THE HOUSE 

Mr. VOORHIS of California. Mr, 
Speaker, I ask unanimous consent that 
I may address the House on tomorrow 
for 25 minutes at the conclusion of busi­
ness on the Spea.ker's desk. 

The SPEAKER. Is there objection to 
the request of the gentleman from 

. California? 
There was no objection. 

COMMUNISTS IN THE ARMED SERVICES 

Mr. RANKIN. Mr. Speaker, I ask 
unanimous consent to address the House 
for 1 minute, to revise and extend my 
remarks and to include excerpts from 
a report of the Subcommittee on Mili­
tary Affairs. 

The SPEAKER. Is there objection to 
the request of the gentlemen from 
Mississippi? 

There was no objection. 
Mr. RANKIN. Mr. Speaker, it is.grati­

fying to note that President Truman is 
. going to hurry home as soon as the Pots­
dam Conference is over. I hope he con­
tinues l'l,is policy, when he gets back, of 
cleaning house. I hope he begins next 
with the War Department, and puts a 
stop to the commissioning of Communists 
in the United States Army . . 

There are three men in the War De­
partment -who are charged with respon­
sibility for these commissions, namely, 
Mr. Stimson, Mr. Patterson, and Mr. 
McCloy. If they are responsible for this 
condition then they ought to resign, 

The members of the Committee on 
On-American Activities are getting con­
stant protests from men in the armed 

· forces to the. effect that these Com­
munists who have been commissioned in 
the United States Army, are JISing their 
power to try to indoctrinate the men in 
the armed forces with Communist 

philosophies which are directly--opposed 
to our ·form of government. 

The Subcommittee on Military Affairs 
has made an investigation and found 
that many Communi_sts have been com­
missioned in the United States Army over 
the protests of the Members of Congress, 
if not in flagrant violation of law. 

These men, as a rule, have been placed 
in positions where they could yield the 
greatest influence, and probably render 
the greatest harm, in preaching their 
subversive doctrines to our men in the 
armed forces, and around the separation 
centers. 

Communism is as directly opposed to 
our form of Government and our way of 
life as Marxist atheism is to the princi­
ples of Christianity ; and any man who 
preaches that Marxian doctrine, or at­
tempts to inculcate it in the minds of 
our returning servicemen is an enemy 
to our form of government. 

Under permission granted ·me to ex­
tend my remarks in the RECORD, I am in­
serting a report of the Subcommittee on 
Military Affairs giving the names of the 
individual Communists who have been 
commissioned in the United Gtates Army, 
and giving the background of each one 
of them. 

I hope every Member of Congress and 
every patriotic individual in America will 
take time to examine this report. 

It reads as follows: 
INVESTIGATIONS OF THE NATIONAL WAR EFF_ORT 

• WEDNESDAY, JULY 18, 1945. 
The special committee met, pursuant to 

notice, at 10:30 a. m., in room 1310, New 
House Office Building, Hon. R. EWING THOMA· 
soN (chairman), presiding. 

Present: Representatives THOMASON (chair­
man of the special committee) .. DURHAM, RoE 
(New York), ARENDS, and ELSTON. 

Also present: H. Ralph Burton, general 
counsel to the committee . 

Mr. THOMASON. The committee will be in 
order. 

The CHAIRMAN. This is a continuation of 
hearings which are being held relative to the 
subject -of the alleged commissioning of offi­
cers and of the existence of enlisted person­
nel in the Army, having backgrounds reflect­
ing Communist ideology ?r subversive influ­
ences or activities of any kind. 

Mr. Burton, will you take the stand? 
You have been conducting for the com­

mittee investigations of officers commissioned 
in the Army and enlisted personnel having 
Communistic backgrounds or associations, 
and it is requested. that you state for the 
record what you have faun(!. 

Mr. BURTON. I have found certain persons 
who hold commissions and also some enlisted 
personnel in the Army whose backgrounds re­
flect communism in some form and am pre­
pared to present the facts which have been 
developed thus far. 

The CHAIRMAN. Proceed. 
Mi-. BURTON. I submit the following: 
"Maj. Edward Newhouse, ASN 0-575757, 

Fiftieth Army Air .Force, Washington, D. C.: 
"A picture of and an article about him 

appear in the Daily Worker December 6, 1934. 
"Member of advisory committee, American 

Writers Union. 
"Writer for the Daily ,Worker 1934, the New 

Masses 1936. 
"Responded to the call for Congress o! 

American Revolutionary Writers. 
"Has contributed to or has been cited in the 

magazine International Literature, organ of 
the International Union of Revolutionary 
Writers. -

"Wrote for the Partisan Review during the 
period of its domination by the Communist 
Party. ' 

"Was a sponsor of the Writers' and Artists' 
Committee for Medical Aid to Spain." 

"Capt. Herbert Aptheker, ASN Q-1168538, 
Nine Hundred and Fortieth .Field Artillery 
Battalion, APO 408, New York: 

"Instructor, History of the Negro in America, 
M. A., Columbia. Author of The Negro in the 
Civil War; Negro Slave Revolts in the United 
States; The Negro in the American Revolu­
tion; The Negro in the Abolition Movement. 

"Faculty member, Jefferson School of So­
cial Science, a new adult educational center, 
the result of a merger of two other educa­
tional institutions which were indisputably 
under Communist control-the Workers' 
School and the School for Democracy. 

"Contributor to New Masses. 
"Contributor to Negro Quarterly. 
"Donor to Social Work Today, a magazine 

founded in 1934, whose avowed purpose is to 
serve as 'a journal of progressive social worlt, 
thought and action.' A study of the contents 
and policies of the magazine indicates that 
it is primarily a vehicle whereby the line of 
the Communist Party is promulgated among 
social workers in a form calculated to be most 
palatable and effective to that particular 
group." . 

"Capt. Horace Warner Truesdell, ASN 0-
483783, Headquarters, Seventh Civil Affairs 
Unit, APO 654, New York (also Horace Trues­
dale, also Horace W. Truesdale): 

"Member, American League for Peace and 
Democracy. 

"Chairman, executive committee, Washing­
ton Committee for Aid to China. 

"Member, Washington Committee for 
Democratic Action. 

"President, Russian Reconstruction Farms, 
Inc. 

"Truesdell testified before a solicitor of the 
Civil Service Commission that he had been 
a member of the Socialist Party for 3 years, 
that he belonged to the so-called Left Center 
Party, and that as an organizer of the En­
glish-speaking branch, one of. his duties was 
to get new inembers. He claimed that with­
out effort on his part he was named on three 
committees-resolutions, . propaganda, and 
making arrangements for Victor Berger to 
spealt in Washington. As a result of this 
testimony, ' a letter was sent to Truesdell 
June 6, 1920, by the Civil Service Commis­
sion reprimanding him for his political activ­
ities, but no further action was taken." 

"Lt. Richard C. Criley, ASN 0-1797441, 
Corps of Military Police, Seventh Civil Affairs 
Unit, APO 654, New York: 

"As Dick Criley, helped handle California 
Young Communist League. 

"One Dick CrUey, of 1140 Clay Street, San 
Francisco, Calif., is listed in report of Cali­
fornia SeCl'etary of State, September 1938, as 
member of State central committee, Com­
munist Party." 

"Lt. Irving Fajans, ASN 0-545925, Office 
of Strategic Services, Box 2601, Washington, 
D. C.: 

''On honor roll of Young Communist 
League members fighting in the Spanish Civil 
War. 

"Executive secretary, New York post, Vet­
erans of Abraham Lincoln Brigade." 

"1st Lt. Edward W. Finkelstein, ASN 0-
1168237, Twenty-sixth Field Artillery Bat­
talion, APO 9, care Postmaster, New ~ark: 

"Chairman, Philadelphia District Interna-
. tiona! Workers Order. The order, with a · 

membership of 155,000 and assets of $1,889,-
611, is a fraternal organization which has 
from its very inception demonstrated by its 
pronouncements, its activitie_s, and the au­
thoritative statements of the Communist 
Party that it is a subservient instrument of 
the Communist Party of the' United States, 

"Defense director, Eastern Pennsylvania 
District Committee, International Worlters 
Order." 

"Lt. Irving Goff, ASN 0-2055518, Office of 
· Si:.rategic Services, Box 2601, Washington, 
D. C.: 
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"Speaker, Communist School, New York 

City. 
"Coauthor, Guerrilla Warfare in Union of 

Soviet Socialist Republics and Spain. 
"Files of the State Department show that 

on3 Irving Goff, of 2815 West Thirty-first 
Street, Brooklyn, N. Y., and 2019 West One 
Thousand and Thirteenth Street, New York 
City, was .ssued a passport No. 366548 on 
February 10, 1937, at age 27, for travel to 
Spain to visit relatives. Passport · allegedly 

' lost. 
"He fought with the Abraham Lincoln 

Brigade in Spain, the fifteenth of the so­
called international brigades established by 
the Spanish Loyalist Government in its de­
cree of September 23, 1937. Evidence shows 
tha4; this organization was Communist­
dominl\ted and served as pawn in the 
machinations of the Communists in · the 
United States and Spain. 

"As executive secretary of the Veterans o! 
Abraham Lincoln Brigade, protested impris­
onment of Earl Browder. Veterans of Abra­
ham Lincoln Brigade was formed at a meet­
ing of furloughed American members of 
the Spanish "red front" army December 18, 
1937. Affiliates and cooperates with organi­
zations furmed in other countries by veterans 
of the International Brigade. 

"One Irving Goff, of 2930 West Nineteenth 
Street, Brooklyn, N . Y., signed Communist 
Party petition for Browder-Ford in 1940. 

"(There are no such addresses as: 2815 
West Thirty.;.first Street, Brooklyn, N. Y.; 
2019 West One Thousand and Thirteenth 
Street, New York City; or 2930 West Nine­
teenth Street. Btooklyn, N. Y.) ." 

"Lt. Vincent Lossowski, ASN 0-2055519, 
Office of Strategic Services, Box 2601, Wash­
ington, D. C.: Fought with Abraham Lincoln 
Brigade in Spanish Civil War." 

"Lt. Jerry Trauber (James), ASN 
0-1174175, Nine Hundred and Seventy-eighth 
Field Artillery Battery, APO 339, New York: 

"Editorial board, New Pioneer (Young Com­
munist Organization). 

"Junior director, International Workers 
Order, 1938. A picture of and an article about 
him appear in the Daily Worker November 
20, 1936. 

"National language secretary, speaker at 
International Workers Order parley . . A pic­
ture of and an article about him appear in 
the Daily Worker May 29, 1939. 

"Communist member of the International 
Workers Order to aid the Daily Worker, as 
reported in the Mass Commonwealth report 
of 1938. 

"Member of R. Saltzman Jubilee Commit­
tee (Communist). 

"Sponsor of Tallentire JulJilee Committee 
(Communist). 

"Member, executive committee, I;nterna­
tional Workers Order, which has from its very 
inception demonstrated by its pronounce­
ments, its activities, and the authoritative 
statements of the Communist Party that it 
is a subservient instrument of the CommU­
nist 'Party of the United States. 

"This 24-year-old director of the junior 
section was only 18 years old and the junior 
sectiou only 5 months eld when he took over 
in December 1932. Under his direction the 
junior membership rose from 250 to 22,500." 

"Lt. Milton Wolff, ASN 0-889197, Office of 
Strategic Services, Washington, D. C. (box 
2601): 

'"Commander, Spanish Red Battalion. 
"Member, Young Communist League, New 

Yorlc. 
"National commander of the Communist­

controlled Veterans of the Abraham Lincoln 
Brigade. 

"Listed in the 1938 Yearbook of the Young 
Communist League on the honor roll of 
members fighting in Spain." 

"Second Lt. Gerald Cook, ASN 0-887865, 
Four Hundred and Sixtieth Amphibious 
Truck Co., APO 230, New York: 

"Fought in Spani~h Civil ':/Var with Repub­
llcan Army for 2 years. 

"National secretary of Abraham Lincoln 
Brigade. -

"Although he denied at a hearing that he 
was a Communist or a member of the Young 
Communist League, he was listed in the 1938 
Yearbook of the Young Communist League 
on the honor roll of members fighting in 
Spain. 

"Charged in 1940 with having had connec­
tions with 11 Communists arrested in Detroit 
for enlisting men for a foreign army. 

"City Magistrate's Court, New York, N. Y. 
(Gerald Cook) No. 233795, May 12, 1934, dis­
orderly conduct. 

"City Magistrate's Court, New York, N. Y. 
(Jerry Cook), No. 306820, April 26, 1940, dis­
orderly conduct, picketing French consulate, 
15 days."_ 

"Second Lt. Joseph Lash, ASN 0-1582853 
(this party apparently did originally use a 
middle initial P., and was the one at Camp 
Lee, Va., under the name Joseph Lash): 

"President of American Student Union 
(May 1938), which has been exposed as a 
Communist front by the testimony of Lash 
himself before the. Special Committee on 
On-American Activities on January 21, 1942. 

"Associate editor of the Student Advocate, 
published by the American Student Union at 
New York City. 

"Member, administrative committee, Amer­
ican Youth Congress. 

"Member, national council, American 
Youth Congress. 

"Represented American Student Union at 
national assembly of American Youth Con-
gress on October 7, 1939. · 

"Delegate to the Second World Youth Con­
gress, held at Vassar College, August 16-23, 
1938. The World Youth Congress was com­
pletely under the domination of Communis~s. 

"Vice chairman, united student peact com­
mittee of the American Youth Congress. 

"Affiliated with Coordinating Committee to 
Lift the Embargo, one of the numerous Com­
munist-front enterprises organized around 
the Communists' agitation over the Spanish · 
civil war. 

"Affiliated with American League for Peace 
and Democracy, originally called the United 
States Congress Against War and Fascism. 
It has also been known as the American 
League Against War and Fascism, which was 
founded in New York City in September 1933. 
The organizing committee was composed of 
Communists· and non-Communists. Com­
munists, however, have continued in control. 

"Endorser of International Student Con­
gress Against War and Fascism. 

"Speaker at Red May Day gathering, New 
York City. 

"General secretary of International Stu­
dent Service at $4,000 a year in 1940. 

"From January 1936 to December 1939 em­
ployed by American Student Union. 

"Employed by League for Industrial De­
mocracy, New York City." 

"Sgt. Marc Blitzstein, AAF, ASN 13082206, 
assigned on detached service to OWl: 

"BlitzPtein is one of the foremost' activists 
in Communist ranks in the United States. 
He is a musicia'l, composer, and dramatist 
who received in March 1941 a Guggenheim 
Fellowship to write a musical play. Among 
his plays and songs are the Cradle Will RocR:, 
Class Conscious Blues, Moscow Metro, Songs 
of Freedom and No for an Answer. His plays 
have been produced by Communist cultural 
movements throughout the country. No 
for an Answer was barred in New York City 
because of its subversive character. His songs 
are reproduced in Communist song books and 
sold at propaganda centers in the United 
States. 

"Contributed many articles to Communist 
publications, including .the Dally Worker, 
New Masses, Theater Workshop, Equality, 
Soviet Ru~sia Today, New Theater News, TAC, 
Equal Justice, Voice of Freedom, Fro World, 
and People's Daily World. 

"Aided in raising of funds for the New 
Masses and Dally Worker. 

"Supporte_d Communist candidates for 
President and Vice President of the United 
States. Earl Browder and James W. Ford; and 
Israel Amter, Communist candidate for Gov­
ernor of New _York. 

"On a handbill distributed from the Chi­
cago headquarters of the Communist Party, 
Blitzstein was quoted as having said: "New 
Masses can be counted on for a complete and 
accurate analysis." 

"The following comment appeared in the 
April 23, 1942, issue of the Daily Worker: 

"'Can music be politically articulate? 
Don't ask Marc Blitzstein that dated academ­
ic question. He wrote No for an Answer and 
the Cradle Will Rock, and now he's supervis­
ing Music at Work, the unique, militant, war­
time concert to be performed at the Alvin 
Theater on May 10 for Russian War Relief.' 

"Blitzstein enlisted as a private in August 
1942, arrived in eastern theater of operations 
in October, assigned headquarters squadron, 
Eighth Air Force, later to Eighth Bomber 
Command. On February 23, 1943, started 
musical work in connection with public re­
lations, promoted sergeant November 1943, 
headquarters Eighth Air Force. Was assigned 
to headquarters, USSTAF, and put on de­
tached service with the production unit, 
Pinewood Studios, Iver, Bucklnghamshire, 
on Anglo-American film project under direc.t 
supervision of OWI. According to the most 

, recent information received from the Army, 
he is director of music and musical composer 
for the production unit in the making of 
the film, The Liberation of France. 

"A very partial Ust of Blitzstein's known 
connections with Communist fronts, publi­
cations, and other activities follows: 

"Instructor, Downtown Music School, 1937 
(Communist). 

"Entertained by Philadelphia Workers 
School. 

"Signer of letter to President Roosevelt in 
behalf of Spanish democracy, auspices of the 
American Friends of Spanish Democracy. 

"Signer of petition in behalf of Si Gerson 
(Communist), sponsored by League of Ameri-
can Writers. · 

"Entertained at New Masses meeting. 
"Speaker at Workers Bookshop, New York 

City. 
"Sponsor of ·benefit· ball for New Masses. 
"Signer of petition issued by International 

Labor Defense. 
"Joined with the International Labor De­

fense in protesting to Japanese Government 
against the arrest of Japanese Communists. 

"Member, Musicians' Committee to Aid 
Spanisr Demoracy. 

"Signer, open letter in support of Soviet 
Union during Hitler-Stalin pact. 

"Participated in a Communist mass cele­
bration for William Cropper, Daily Worker 
cartoonist. 

"Contributor of manuscript to aid Spanish 
demo.cracy, sponsored by League of American 
Writers. 

"Received anniversary award of New Thea-
ter League. ' 

"Judge in Young Communist League 'sound 
contest.' 

"Sponsor of International Labor Defense 
fund drive. . 

"Sponsor of the First American Rescue 
Ship Mission Campaign to transport 150,000 
Spanish refugees to Mexico and South Amer-
ica. ' 

"As member of the American Peace Mobili­
zation, active during the Hitler-Stalin pact, 
he participated in TAC antiwar program in 
Manhattan. · 

"Participated in tribute to John Reed, de­
ported American Communist who is buried 
in the Kremlin. 

"Writer of play for the New Theater League 
in Philadelphia. 

"Signer of petition sponsored by National 
Federation of Constitutional Liberties ap­
pealing for freedom of Sam Darcy, convicted 
of perjury. 
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"Attended emergency peace mobilization 

meeting in Chicago following the signing of 
Hitler-Stalin pact. 

"Entertained at fund-raising party for 
equality at home of Lillian Hellman. 

"Entertained at meeting of American 
Friends of Chinese People. 

"National Committee, League of American 
Writers. 

"Endorsed American Peace Mobilization. 
"Signer of statements urging President and 

Congress to defend rights of Communist 
Party, 1941. 

"Contributor to the New Masses, 1941. 
"Gave a. performance of No for an Answer 

to raise funds for Allan Shaw and other Com­
munists who were charged with sedition in 
Oklahoma, auspices of International Labor 
Defense. 

"Member, Schappes' Defense Committee. 
Schappes imprisoned for perjury in investi­
gation of Communist activities in New York 
schools. 

"Contributor to International Labor De­
fense . 

"Addressed •anti-Cliveden• rally. 
"Wrote composition especially for New 

Masses rally. 
"Signer, open letter to President Roosevelt 

asking him to rescind order to deport Harry 
:Bridges. 

"Appeared on program of the second an­
nual liberty ball of the American Labor Party. 

"Signer of the call to the Conference on 
Constitutional Liberties in America ( organi­
zation ensuing from the conference de­
nounced as Communist by Department of 
Justice). 

"Participated victory fiesta of the Inter­
national Workers Order. 

"Favored Presidential clemency for release 
of Earl Browder, 1942. 

"Sponsor, New Theater League and South­
ern New Theater School, 1940." 

"T-5 Theodore Draper, ASN 42037377, Head­
quarters, Eighty-fourth Infantry Division, 
APO 84, New York: 

"Editor, New Masses. 
·•contributing editor, China Today, offtcial 

organ of the American Friends of the Chi­
nese People, which has given prominent dis­
play to news, manifestos, and reports of the 
Communist Party of China. 

"Editor, Student Review, which carried the 
advertisements of a number of typical Com­
munist organizations and agencies. 

Sgt. Samuel Dashiell Hannett, technical-4, 
ASN 3118358, Headquarters, Alask .n Depart­
ment, editor camp newspaper, The Adakian: 

"Sponsor of relief ship for Spain (during 
Spanish civil war). 

"President, League of American Writers. 
"Editorial council, Equality. 
"Signer of appeal to dismiss charges 

against Sam Darcy, Communist leader. 
"Citizens Committee for Harry Bridges. 
"Signer of statement urging President and 

Congress to defend rights of Communist 
Party. 

"Signer of call for American People's meet­
ing, 1941 (American Peace Mobilization). 

"Signer of open letter to the Government 
and people of the United States to lift Span­
ish embargo. 

"Defended Moscow purge trials in New 
Masses, 1938. 

"On advisory board of Films for Democracy. 
"Signer of petition to Franklin D. Roose­

velt protesting District of Columbia grand 
jury inquiry into the New Masses. 

"Member of Citizens Committee to Free 
Earl Browder. 

"Sponsor of Tom Mooney committee. 
"Endorser of North American Spanish Aid 

Committee. 
"Chairman of Motion Picture Artists Com­

mittee, Spanish Refugee Relief Committee. 
"Signer of open letter to Franklin D. Roose· 

velt urging a declaration of war on the Fin­
nish Government in the interests of speedy 
victory by the ·united Nations over Nazi Ger-

many and its Fascis:t allies, sponsored by the 
American Council on Soviet Relations. 

"Sponsor of luncheon for the Conference 
on Constitutional Liberties. 

"Member of National Emergency Confer­
ence for Democratic Rights. 

"Chairman of Committee of Election Rights 
(chief purpose of this committee was the 
defense of the interests of the Communist 
Party). , 

"Signer of appeal to release Luis Carlos 
Prestes (Brazilian Communist League) . 

"Conducted craft sessions at the Fourth 
American Writers' Congress. 

"Chairman of Committee on Free Elec­
tions of the National Federation for Con­
stitutional Liberties." 

Mr. BURTON. I submit a statement relative 
to certain individuals who because of the 
alleged sympathy with subversive ideologies 
on their part, according to the advice from 
intelligence sources, had their commissions 
withheld or were removed from offtcer can­
didate schools, whose records were submitted 
to the Secretary of War's personnel board 
(frequently termed the Craig . board) and 
then reviewed for. flnat decision by the 
Deputy Chief of Staff, acting in consultation 
with the Assistant Secretary of War and to 
nine of whom commissions were issued not­
withstanding the adverse recommendation 
of the board; to be entered in the record if 
approved. 

The CHAIRMAN. Entry in the record is ap­
proved. 

Mr. BURTON. The statement referred to is 
as follows: 

"In 1942 and 1943 the commanding of­
ficers of the various officer ca!J.didate schools 
and aviation cadet training schools, for al­
leged counter-intelligence reasons, removed 
certain candidates from these schools or 
upon graduation withheld from them their 
commissions. Such action was taken in ac­
cordance with the recommendations or di­
rections of intelligence agencies at appropri:.. 
ate levels. 

~'To determine whether any injustice had 
been done to the individuals involved, the 
War Department during 1943 and 1944 re­
viewed 42 such cases. 

"Of the 42 cases so reviewed, 2 involved 
allegations affecting the moral character of 
the candidates and 40 involved matters of 
alleged sympathy or affiliation with subver­
sive ideologies (8 Nazi, 30 Communist, 1 
Fascist, and 1 Japanese). 

"There 40 cases were initially reviewed by 
the Secretary of War's personnel board, under 
a special reference, and were finally reviewed 
by the Office of the Deputy Chief of Staff, 
acting in consultation with the Assistant 
Secretary of War. 

"The personnel board recommended that 
in one case the removal from school or the 
withholding of commission be reversed and 
the individual be commissioned, and that in 
the other 39 cases the removal or withhold­
ing be sustained. 

"The final reviewing authority confirmed 
the personnel board's recommendations as 
to 25 of the 40 cases. That is, it ordered 
commissioned the one man recommended by 
the personnel board to be commissioned and 
it sustained the removal or withholding ac­
tion taken by the local commanders in 24 
other cases. In a 26th case, the individual 
had been discharged from the Army before 
completion of the final review. 

"In the remaining 14 cases which were 
thus reviewed, the final reviewing authority · 
did not follow the recommendations of the 
personnel board that the removal or with­
holding be sustained. The ·final reviewing 
authority authorized n of these 14 candidates 
to return to school-but none of them ever 
graduated or were commissioned. It ordered 
the other 9 candidates to be commissioned as 
second lieutenants in the Army of the United 
States; all but one (limited ·service for phys-

teal disability) serving overseas. Of these 9 
last-mentioned individuals, 3 were the sub­
ject of testimony before this special commit­
tee by Major General Bissell and Major Gen­
eral Donovan on March 13, 1945." 

The CHAIRMAN. Committee is rece~sed sub­
ject to call of the Chair. 

Mr. SABATH. Mr. Speaker, I ask 
unanimous consent to proceed for 1 
minute and to revise and extend my 
remarks. 

The SPEAKER. Is ther€ objection to 
the request of the gentleman from 
Illinois? 
· There was no objection. 

Mr. SABATH. Mr. Speaker, it is in­
deed unfortunate that the gentleman 
from Mississippi [Mr. RANKIN] should 
attack Secretary of War Stimson, Under 
Secretary of War Patterson, and Assist­
ant Secretary of War McCloy who have 
rendered the country conscientious and 
valuable service in the prosecution of the 
war. I am aware that two of them as 
Republicans, and perhaps the Assistant 
Secretary of War, were called upon by 
our late President to serve at the most 
critical period in the history of our coun­
try. While I have not always agreed 
with their administrative actions and 
departmental regulations, I know them 
to be men of unquestioned integrity, di­
recting their every effort in the success 
of our military forces. 

The gentleman from Mississippi bases 
his demand for their resignation bec~use 
the War Department issued a statement 
that 16 commissioned officers and 3 en­
listed men in the performance of their 
military duties have clearly evidenced 
their loyalty to our country and the prin­
ciples for which this country is .fighting. 
The statement was in answer to a state­
ment of Investigator Burton of the 
House Committee on Military Affairs, 
who, I am informed, was formerly attor­
ney for Father Coughlin and his National 
Union for Social Justice, to the effect 
that an investigation of their activities 
reflects communism in some form. 

I understand that in the case of one or 
two of these men insinuations were 
raised by reason of the fact that they 
had written articles for several small 
newspapers long before they entered the 
military service. For the time being I do 
not wish to give unnecessary publicity 
to these gentlemen, except to say that in 
due justice to them, after reading of 
their connections before and during their 
military service, I am satisfied they are 
loyal and patriotic men. One or two of 
them are held as having communistic 
leanings because they donated a small 
sum ·to the Spanish committee which 
was ai<ling the Spanish form of demo­
cratic government and opposed the Nazi­
Falangist leader Franco. I am satisfied 
that a great majority of the American 
people today are of the opinion that their 
contribution to that cause deserves 
praise and not condemnation. Several 
other of these gentlemen who have been 
smeared with the taint of communism, 
according to the statement of the War 
Department, have rendered extraordi­
nary military service for which they have 
been decorated. Personnally, I have a 
high regard for the chairman of the sub­
committee of the Committee on Mili­
tary affairs, the gentleman from Texas 
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<Mr. THOMASON) and the other members Ku Klux Klanites, and joiners of similar 
of his subcommittee. It is my hope that organizations .. 
they will not be imposed upon or be influ- The SPEAKER. The time of the gen~ 
enced by Investigator Burton in smear- tleman from Illinois has expired. 
ing honest and sincere men whose names Mr. PITTENGER. Mr. Speaker, I ask 
he may not like or because they have unanimous consent to address the House 
contributed .articles to small papers in for 1 minute. 
order to make a livelihood, or because The SPEAKER. Is there objection to 
they belonged to organizations which the request of the gentleman from 
advocated peace and opposed war. In Minnesota? 
this connection I could give the names of There was no objection. 
writers for some of our large newspapers Mr. PITTENGER. Mr. Speaker, I 
who have written much stronger articles always listen with a great deal of in~ 
than these gentlemen against the Gov~ terest to the remarks of the gentleman 
ernment and against war. from Mississtppi. I heard his short 

Mr. Speaker, these 16 commissioned speech made a few moments ago. I 
officers and 3 enlisted men upon our think it unfortunate that we should 
entry in the war immediately offered malce any statement that will reflect on 
their services to the country. The War the confidence that the people have in 
Department states that they have proven the fine work that the Secretary of War 
their loyalty and patriotism and have and other War Department officials have 
served the country honorably and with been doing and are doing. I simply want 
distrinction. That cannot be said of to say that I think they have been doing 
many other writers and publicatior~s a good job. If anybody made a mistake, 
who have and still continue to embar- · and if anybody let a bunch of Com~ 
rass the War and Navy Departments munists get on the pay roll of the Army 
and our Government at every oppor- of the United States or on any other 
tunity, and who directly or indirectly pay roll of the United States Govern~ 
endeavor to create discord among the ment, in any of its departments, that 
United Nations. If I can obtain the com~ matter ought to be investigated and 
plete records of these men, I shall, with those people ought to be fired. A Com~ 
their consent, as scon as possible, insert munist has no business in this Republic 
them in the CONGRESSIONAL RECORD, feel- of ours undermining our free institutions, 
ing confident · that the country as a on the pay roll of the United States. · 
whole will resent the unwarranted in- Mr. RANKIN. Mr. Speaker, will the 
sinuations and attacks made against gentleman yield? 

tr~~~peat that I am satisfied that there Mr. PITTENGER. I yield to the gen~ 
tleman from Mississippi. 

is no justification for the insinuations Mr. RANKIN. What I am complain-
against these men because they were 
investigated before they entered the . ing of is that they have been investigated, 
military service by Army Intelligence · found to be Communists, and these men 
and there is not a scintilla of evidence are protecting them. 
that they have not and are not now Mr. FOLGER. Mr. Speaker, I ask 
loyally serving our country. I reiterate unanimous consent to address the House 
it is manifestly unfair for any one to for 1 minute. 
make unwarranted insinuations because The SPEAKER. Is there objection to 
they have written articles in the past the request of the gentleman from North 
upon orders from some publications, the Carolina? 
same as many writers are doing for There was no objection. 
various ne\lspapers. Mr. FOLGER. Mr. Speaker, I do not 

Mr. RANKIN. It is not years ago. It like to get into a controversy of any kind, 
is going on right now. but I think it is highly unfortunate and 

Mr. SABATH. The gentleman cannot deplorable that such an attack as the 
prove a single thing or that they have gentleman from Mississippi [Mr. RAN~ 
not been patriotic, good American citi- KIN] has made should be made upon the 
zens. And you knvw it. men who rtre directing this war in such 

If the gentleman from Mississippi is a magnificent way. I did not get the 
desirous of saving our democratic form other name, and I might include him, too, 
of government, I ask him why it is that but Secretary Stimson and Under Secre­
he has not begun an investigation of real tary Patterson are as patriotic and as 
un~American, subversive, and seditious far from having any Communists or sub­
activities and espec>ally, at the present versive elements in the service as any two 
time, to investigate the activities of for~ . men in this Nation. 
mer Senator Reynolds who some years EXTENSION OF REMARKS 
ago wrote an article Why Not Play Ball 
With Hitler and Mussolini, and who to- Mr. KOPPLEMANN asked and was 
day is imitating the pattern of Hitler~ given permission to extend his remarks 
Goebbels propaganda in this country, in the RECORD in two instances, and in­
assisted by Gerald K. Smith, Joe McWil- elude in each editorials. 
Iiams, and others of their ilk. I am sure Mr. ARI~OLD <at the request of Mr. 
the gentleman can obtain a great deal ScHWABE of Missouri) was given permis­
of evidence and information on that sian to extend his remarks in the RECORD 
score by reading today's issue of the in two ir4 stances, and include in each ex­
Washington Daily News which surely cerpts from the Wall Street Journal. 
cannot be said to have communistic Mr. MILLER of California asked and 
leanings. He will :earn something about was given permission to extend his re~ 
the Reynold's Nationalist organization marks in tl:.e RECORu. 
which 'is endeavoring to corral into its Mr. PHILBIN asked and was given 
fold anti-Democratic groups, the Ameri- permission to extend his remarks in the 
can Firsters, the Silver Shirts, the former RECORD. 

/' 

Mr. STIGLER asked and was given 
permission to extend his remarks in the· 
RECORD and include an address -by Fed­
eral Communications Commissioner Paul 
A. Walker. 

The SPEAKER. Under previous order 
of the House, the gentleman from Cali .. 
fornia [Mr. VooRHIS] is recognized for 
20 minutes. 

THE FUTURE OF FREE AMERICAN 
INSTITUTIONS 

Mr. VOORHIS of California. Mr. 
Speaker, when I asked for time for to­
morrow I had intended to surrender 
completely my time for today, but I can­
not refrain from taking a couple of min­
utes of that time now in view of what 
has been said on the floor this afternoon. 

In the first place, may I say that I 
share completely the sentiments ex­
pressed by the gentleman from North 
Carolina [Mr. FoLGERl. I think it per­
fectly fantastic to think that Secretary 
Stimson and Under Secretary Patterson 
could have the slightest sympathy with 
communism or anything of the sort. 

Mr. FOLGER. Mr. Speaker, will the 
gentleman yield? 

Mr. VOORHIS of California. I yield 
to the gentleman from North Carolina. 

Mr. FOLGER. I . understand that 
Assistant Secretary McCloy was named, 
too, and I should like to have the gen­
tleman include him. 

Mr. VOORHIS of California. I feel 
the same way about him. It so happens 
that both Secretary Stimson and Under 
Secretary Patterson are members of the 
Republican Party. That to my miqd is 
not the significant fact, however, but 
rather their records as American 
citizens. 

In connection with this matter, and it 
seems to be coming up in the House day 
by day and more and more, I cannot re­

, frain, Mr. Speaker, from trying to make 
some contribution toward what I think 
is nothing less than the protection of free 

. institutions in our country. I heard a 
radio broadcast lP. :t night to the effect 

· that the Communist Political Associa­
tion, or whatever the name is that is now 
used, is going tq hold a secret conven­
tion at which neither the press nor the 
public will be admitted. There have 
been some things said on the floor of the 
House about Communist plots, but if we 
wanted really to find out about that, it 
would be well to know what goes on in 
that convention. I believe it completely 
un-American for any political organiza­
tion to proceed in secret in this Nation, 
particularly one whose basic philosophy 
is one of the establishment of dictator­
ship and the rule of a handful of people 
over the rest by means of jorce. The 
Communists, of course, are not alone in 
the use of such tactics. Some groups 
which 'would have us believe they are at 
the opposite extreme pursue exactly the 
same secret tactics and are subject to 
the same criticism. 

I do not believe that Communists:-and 
when I say that I mean the genuine ar­
ticle; I am not talking as same do about 
people who are progressives or are .de­
voted to the welfare of the common peo­
ple, and who insist that new conditions 
of life have to be met by new measures 
in order that the people may live-! am 
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not talking about them, I am talking 
about people under the discipline of an 
international organization and whose 
very movements and thoughts are di­
rected and controlled by that interna·­
tional organization. I say that people 
like that, people who are in truth Com­
munists, ought not to be commissioned 
in the United States Army. I just don't 
believe they have been. 

Mr. KOPPLEMANN. Mr. Speaker, will 
the gentleman yield? , 

Mr. VOORIDS of California. I yield 
to the gentleman from Connecticut. 

Mr. KOPPLEMANN. I should like 
very inuch for the distinguished gentle­
man, whose judgment on many matters , 
is so good, to say something about this 
continuous vilification of those who are 
called Communists but who are opposed 
to communism: 

Mr. VOORHIS of California. I am 
glad the gentleman said that, as that is 
exactly what I am about to do. One of 
the greatest dangers to future liberty in 
America comes from two kinds of people, 
who call themselves, on the one hand, 
anti-Communists, and who call them­
selves, on the other hand, anti-Fascists. 
The best cloak for a real Communist is 
to call himself an anti-Fascist, and the 
best cloak for· a real Fascist is to call 
himself an anti-Communist. That tactic 
was used over and over again. Indeed, 
it was the very tactic that lifted Hitler to 
power in Germany, the very one. 

There are throughout the length and 
breadth of this Nation groups of people 
who are nothing more nor less than 
honest conservatives who have been ac­
cused of being Fascists when it was not 
true at all. And there are also millions 
of people who are nothing more nor less 
than honest progressives who over and 
over again it! some sections of the press 
and elsewhere are accused of being Com-

· munists when that word is not applicable 
whatsoever to their position. This, Mr.' 
Speaker, is the sort of thing which, if 
persisted in long enough and if well 
enough financed as it was in Germany, 
can rend our Nation apart and actually 
destroy our liberties. 

Now, over against · what I said about 
this Communist convention, I want to 
say that if you read the papers as I have 
tried to do, you have read also about 
some other organizations, notably one for 
which Joe McWilliams, the Yorkville 
fuehrer of prewar days, is working, which 
is attempting to get under way in this 
country. 

This organization apparently is going 
to be antilabor, anti-Catholic, anti-for-

. eign-born Americ.an, anti-Negro, anti­
Jewish, and I do not know what else it 
is going to be anti. It is to be organized 
around little groups for all the world 
like Communist cells. But it will shout 
about· how it is the very spearhead of 
anticommunism. An orgamzation of 
that sort and the work it does will man­
ufacture Communists faster than they 
can be manufactured in any other way 
because some people will say, "If this 
kind of bid for power by a special group 
of people seeking to outlaw all sorts of 
American citizens, because of race, color, 
or creed, is going to make progress in 
this country, then we will resort to some­
thing ourselves in order to counteract it.'' 

Mr. Speaker, no man can effectively fight 
communism unless he fights, also, 
against fascism and all its breed of chil­
dren-bigotry, hatred, intolerance-the 
same as no one can effectively fight 
fascism unless he is equally earnest and 
alert in fighting communism. This is 
the unbreakable rule for anyone who 
really loves freedom and upon its o b­
servance and that of another principle 
I am about to state the whole future of 
human freedom depends. 

Mr. Speaker, we have to mean what we 
say. There are in my judgment small 
groups in this country at both extremes, 
small groups who do not believe in de­
mocracy and who do not believe in free 
institutions who would like to set up a 
dictatorship in this Nation by themselves 
and to shut all the rest of the citizens 
of this country. out of participation in 
its democratic political life. Those 
groups and their activities, in my judg­
ment, the American people have a right 
to know about. It is the only defense 
that I know of which democracy has 
against such groups. Exposure of their 
activities is the proper function, I believe, 
of this Congress and other bodies in this 
Nation. But if that function is abused, 
to the extent of trying to use it for pure­
ly political purposes so that people at­
tempt to gain political advantage because 
they are conservatives by smearing 
those who are progressives and accusing 
them of being Communists, or if the 
same tactics are used on the other side, 
and I condemn it just as much, then you 
are going- to play right into the hands 
of extreme Fascist groups on the one 
hand and Communist groups on the 
other. For to the extent that those peo­
ple can become associated in the public 
mind with others who do not share their 
position but are falsely accused of doing 
so that is so much water on their wheels. 

The future of freedom in our country 
depends upon the number of people who 
are ready to say: "However much I may 
disagree with another man's particular 
political, economic, or social beliefs, as 
long as that man says that he seeks to 
accomplish his purposes by no other 
method except the means laid down in 
the United States Constitution for ac­
complishing them, I will defend his name 
as a sincere American with all my vigor." 
As long as a man or woman says, "I may 
seek radical measures, but I will never 
seek to put them into effect until the ma­
jority of the American people vote for 
them in a free election"; as long as he 
says, "I will abide completely by the 
political institutions of my country in 
seeking my ends," no accusation of un­
American activities can fairly be made 
against that man or woman. I say there 
must be a rising up of all thoughtful 
people in this Nation who will say that 
every man, regardless of his particular 
views, if he puts them on that basis, has 
a right to be protected in that position 
as a good, loyal, patriotic American 
citizen. 

When we get that 98 percent of the 
people of America to stand together on 
those fundamental issues, then we will 
be able to stop the danger that comes 
from a continuous growth of a group of 
people who say they are joined together 
because they are anti-Communist, when, 

as a matter of fact; they seek Fascist 
en !is in this country, and a conglomera­
tion on the left of people who say they 
are anti-Fascist, when as a matter of 
fact they really seek the ultimate end 
of communism. That kind of division 
of our "people, with the extremes calling 
the turn, with the extremes able to use 
propaganda to gather up support to 
which .they are not entitled, is the thing 
I fear. Let everyone who truly cares for 
the future of liberty beware the point of 
view which is anti-Fascist and not anti­
Communist and the point of view that 
is anti-Communist but lets the rank 
seeds cf fascism grow and flourish with­
out doing anything to stamp them out. 

Mr. Speaker, I close by saying that 
our major duties in this regard are, first, 
to pursue a peace that can be a firm and 
lasting peace; not only to ratify the 
United Nations Charter but, more, to 
recognize the necessity of our Nation 
working with the other United Nations in 
every available way until we achieve the 
establishment of such a peace. We are 
not going to always agree with those 
nations. We should not try. We should 
take a strong position when we think 
they are wrong. Nothing is to be gained 
by making excuses for wrong interna­
tional policies by whatever country pur­
sued. But we should make it clear that 
America's cooperation and her work for • 
peace and her good will toward all 
peaceful peoples are going to be con­
sistent. 

Second, we have to have a program in 
America that wi!l prevent unemployment 
in the future. If we do those things, and 
if we always accord to other people who 
abide by the basic American institutions 
and mechods the same right to patriotism 
as we demand for ourselves, then I shall 
have no fear. Wild talk, however well 
intentioned, may turn out to defeat the 
very purposes that those engaging in it 
may think they serve. The test of 
patriotism is a man's devotion to the 
United States as a nation and the free 
constitutional political institutions for 
which our Nation stands. If a man can 
pass that test, then regardless of what 
his race or creed, regardless of his par­
ticular views· on other questions, certainly 
he is entitled to the name of a good 
American. 

Mr. THOMASON. Mr. Speaker, I ask 
unanimous consent to address the House 
for 5 minutes. 

The SPEAKER. Is there objection to 
the request of the gentleman from 
Texas? 

There was no objection. 
Mr. THOMASON. Mr. Speaker, I find 

myself again in accord with the gentle­
man from California [Mr. VooamsJ who 
has just spoken. I regard him as one 
of the most industrious, most sincere and 
most patriotic men in this House. I am 
in hearty accord with all he has had to 
say during the last few minutes. 

The reason I have asked for this time 
is that I have just come to the floor and 
I take it that some reference has been 
made to a-not an official report to the 
House, but some findings made by a sub­
committee of the Committee on Military 
Affairs yesterday to the full committee, 
and-in connection with which I had some 
part. 

I 
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I would like to say, first, that it has j~st 

come to my attention that somebody has 
expressed some criticism of the distin­
gUished Secretary of War, Mr; Stimson, 
the able Under Secretary of War, Judge 
Patterson, and the -efficient Assistant 
Secretary of War, Mr. McCloy. i: want it 
strictly understood that I do not share 
in that criticism. In my judgment, 
there are no more outstanding, more pa­
triotic and more efficient Americans than 
those three men. The results this far in 
the war prove that they knew what they 
were doing. Their part in the war effort 
has been as brilliant as any in military 
history. 

Mr. SHORT. Mr. Speaker, will the 
gentleman yield at that_ point? 

Mr. THOMASON. I yield. 
Mr. SHORT. I think the gentleman 

from Texas is expressing the consensus 
of opinion of all members of the Com­
mittee on Military Affairs. 

Mr. THOMASON. My friend from 
Missouri just beat me to that, because 
that is the unanimous opinion of the 
Committee on Military Affairs. In addi­
tion to that, I might say that I yield to 
no Member of this House or to nobody in 
the country in my praise, as well as my 
loyalty, to the War Department for the 
m·agnificent job they have done. They 
are human and they have made mis-

• takes, but they have been mistakes of the 
head and not of the heart. 

Mr. SHORT. Of course, the gentle­
man from Texas knows full well that the 
gentleman from Missouri does not hesi­
tate to differ with any one of those three 
gentlemen at any time. 

Mr. THOMASON. I might say that is 
true of every member of the Committee 
on Military Affairs. I have done that 
myse-lf. Yet no member of that com­
mittee ever questioned their loyalty, abil-
ity or patriotism. · 

Mr. WALTER. Mr. Speaker. will the 
gentleman yield? 

Mr. THOMASON. I yield. 
Mr. WALTER. Did the investigation 

the gentleman just mentioned disclose 
any knowledge on the part of these three 
officials of the issuance of the commis­
sions? 

Mr. THOMAE!ON. I am going to 
make ,a brief statement about what that 
situation is so there will be no misunder­
standing- about it. · 

The Committee on Military Affairs was 
charged with the duty of investigating 
how and to whom commissions were 
issued in the Army, and they were espe­
cially charged with ascertaining whether 
or not anybody of Communist or Fascist 
background or any other political ideol­
ogy contrary to our own had been 
granted commissions in our Army. The 
chairman of the full committee set up a 
special subcommittee to investigate the 
whole field, and it so happened that I 
was named chairman. The other mem­
bers of that subcommittee, in order that 
the membership may know and the REc­
ORD show, are: The gentleman from 
North Carolina [Mr. DuRHAM], who had 
a good record, i( I may say so, in the last 
war and who has a son in this one; the 
gentleman from New York [Mr. RoE], 
who has been an officer in this war and 
resigned only upon his election to Con-

·gress; the gentleman from Illinois [Mr. the last 3 years they have·performed their 
ARENDS], WhO was in the last war; and duty loyally and patriotically in every 
likewise the gentleman from Ohio [Mr. way and have served the country to the 
EL.STON], who served in the last war. · I best of their ability. Is not that right? 
believe we can modestly say we are not Mr. THOMASON. I think that .is a 
crackpots, Red chasers, or publicity fair statement. I repeat that so far as 
seekers. We only want to do faithfully my connection with this investigation is 
and well the job assigned to us. concerned, and I did not seek it, all I 

For several months this subcommittee want is the truth and _to perform the 
in a quiet way has been trying to ascer- duty that was assigned to me. I want 
tain facts and facts only. It has not the RECORD to show that so far as has 
sought · to smear anybody or to white- been shOWJl up to this moment these men 
wash anybody. All in the world we have or some of them at least, have good rec­
undertaken to do is to investigate the ords in the Army. I want to repeat, too, 
records and hear the witnesses in order that we have stated the actual facts re­
that the truth be known. The document garding their past affiliations. We have 
filed yesterday with the full committee not charged anybody with being a Com­
could hardly be called an official report. :rp.unist and we have not charged any­
We made no independent findings of our body with being a Fascist. We have giv­
own. We only reported the facts thus en the facts as they have been adduced 
far disclosed. from the witness stand. The question 

Our investigators will continue their is, in view of their pa.st records, did these 
work during the recess ;1nd we will re- men rate commissions? 
sume hearings late:. . The committee is Let me say further that we have only 
able and willing to defend the facts thus started this investigation. When the 
far adduced and will ~ontinue the same House resumes work in October the com­
policy. mittee expects to investigate the records 

The committee has not said that a of any man who has been reported to 
single one of the men mentioned in the that committee where there is substan­
report of yesterday is now a Communist. tial and reliable evidence that he 'was 
We reported only the facts regarding unfit for a commission, whether he has 
their communistic background, ideold-- Communist leanings, Fascist leanings, or 
gies, and associations in the days before any other kind of leanings antagonistic . 
they entered the sei·vice. Gener8..1 Don- to our pres.ent form of government, and 
ovan testified before the· committee; he we will put the truth in the RECORD. 
is head of the Office of Strategic Services I would like to . repeat that there has 
and a great American, and likewise Gen- been no reflection~ but on the contrary 
eral Bissel, who is head of G-1, head of the utmost confidence, in the ·high om­
Army Intelligence. They testified at cials of the War Department. W'e have 
length before the committee; and I be- only set out the truth about these men 
lieve the record will disclose that some and the public is entitled to know it. 
of the men mentioned in the statement The mothers and fathers of this country 
have outstanding, even brilliant military are entitle'd to know the . type, expe­
records. I do not profess to know the rience, qualifications, and political phil­
officers or. officials in the War Depart- osophy of the commanding officers of 
ment responsible for the commissioning their sons. I challenge anybody toques­
of these . men. Frankly, it is my own tion the record of these men as we re­
opinion that some of the men in ques- ported it yesterday, You can be your 
tion did not deserve commissions. I own judge. We are not prosecuting 
'know many fine young men far better th_em, we ·are not defending them; we 
qualified and whose political philosophy are simply stating the facts. Are they 
has never been questioned who-have done better qualified than many men who 
their best to be even admitted to officer sought ,commissions and whose political 
candidate schools and failed. I chal- beliefs were not in question? 
lenge anybody to question the truthful- Mr. SABATH. Mr. Speaker, will the 
ness ·of the factual statements we have gentleman yield? 
made. I repeat that we have only stated Mr. THOMASON. I yield to the gen-
the facts and the truth and any inter- tleman from Illinois. 
ested citizen can draw his own conclu- Mr. SABA'l'H. I have not requested 
sions. We stand on the record. one commission in the Army or in the 

The SPEAKER. The time of the Navy. I do not know ariy of these men , 
gentleman from Texas has expired. ' personally. I feel that the gentleman is 

Mr. SHORT. Mr. Speaker, I ask honest and sincere in his views and I 
unanimous consent that the gentleman hope that he will continue to make a 
from Texas may proceed for five addi- thorough investigation of any man who 
tional minutes. is not deserving to be in our armed forces 
_/ The SPEAKER. Is there objection to or who has been disloyal or unpatriotic, 
the request, of the gentleman from Mis- whether he be Fascist or Communist. I 
so uri? am with the gentleman and if I can be 

There was no objection. of any service to eradicate these Com-. 
Mr. SABATH. Mr. Speaker, will the munists or Fascists, I shall gladly co-

gentleman yield? operate with the gentleman. 
Mr. THOMASON. I yield. Mr. THOMASON. I have never 
Mr. SABATH. I am indeed gratified thought that the truth would hurt any­

with the statement of the gentleman body, at least, it ought not to. -
from Texas that his committee has not The SPEAKER. The time of the gen-
found anything against them with the tleman from Texas has expired. 
exception Qf things that happened in Mr. THOMASON. Mr. Speaker, I ask 
days gone by when they might have had unanimous consent to proceed for three 
such leanings. During the war and in additional minutes. 
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The SPEAKER. Is_ there objection 

to the request of the gentleman from 
.Texas? 

There was no objection. 
Mr. THOMASON. Mr. Speaker, I see 

the gentleman from Illinois [Mr. ARENDS] 
is present. I assumed authority to speak 
for him and the other members of the 
committee in assuring the House that 
there is going to be a full and abso­
lutely fair investigation of every respon­
sible and deserving complaint that comes 
to us, whether the individual is reported 
to be either a Communist, Fascist, qr 
believe in and practice any other 
ideology that is contrary to our present 
form of government. · 

I do not know a single one of these 
men, I never saw one of them in my life, 
so far as I know, and I have no personal 
interest in them. It is not my nature 
to do anyone an injustice or to smear 
him. I pay them tribute and a compli­
ment for any meritorious or patriotic 
.service they may have rendered since 
they have been in the Army; neverthe­
less, their names were sent to the com­
mittee and if the gentleman from Illi­
nois [Mr. SABATH] has some Fascists or 
any other undeserving officers that he 
wants to know the truth about so far as 
their record is cencerned, this commit­
tee will try to get it for him. That is 
fair enough, is it not? That is all this 
committee intends to do. It has no time 

·to be challenging the patriotism or the 
:fine jdb done by anybody. 

One of the greatest men in America, 
in my opinion, is Secretary Stimson, and 
right along with him I want to include 
the Under Secretary, Mr. Patterson, than 
whom there is no abler or finer man in 
·this Government. They will be the first 
to discharge any officer whose loyalty to 
this Government is even in serious doubt. 
The duty assigned the committee, how­
ever, is to inquire into the background 
of those who because of political and 
subversive beliefs should never have been 
. given commissions and that we propose 
to do ·in a fair and judicial manner. 
That is the way every member of the 
Committee on Military Affairs feels about 
the matter. 

Mr. SABATH. I took the floor to deny 
the statement made by the gentleman 
from Mississippi. 
. Mr. THOMASON. I am speaking only 
my own sentiments and telling this 
House how our committee has proceeded 
and how it expects to proceed in the 
future. 

Mr. ARENDS. Mr. Speaker, will the 
gentleman yield? 

Mr. THOMASON. I yield to the gen­
tleman from Illinois. 

Mr. ARENDS. I am glad the gentle­
man made that statement, for the simple 
reason that we are not pointing our 
fingers at anybody in the Army, regard­
less of what someone might say on the 
floor, but without working an injustice 
on anyone we base our findings on truth 
and on fact, and if there is any Commu­
nist within the Army, especially in astra­
tegic position, we want to know about it 
and bring it to the light of the country. 

Mr. THOMASON. I thank my col­
·league from Illinois. I do not know what 
·some newspaper editors, columnists, ot 
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,commentators. are going to say, but the 
committee will not say that a man is a 
Communist or Fascist if there is no evi­
dence to support it. That is an easy and 
perhaps a popular thing to say these 
days, wher you do not lil{e somebody or 
do not agree with him. 
· Mr. FOLGER. Mr. Speaker, will the 

gentleman yield? 
Mr. THOMASON. I yield to the gen­

tleman from North Carolina. 
Mr. FOLGER. I am sure there is not 

a man in Congress who doubts the wis­
dom and the patriotic approach of the 
work that this subcommittee did and 
will do. No one is afraid of the fairness 
and the fine way in which anything will 
be done that they may perform. I am 
speaking now for this Congress and its 
Membership in asking the question if 
the gentleman believes there is any 
Member in this House who doubts the 
patriotism of Secretary Stimson or Un­
der Secretary Patterson or Mr. McCloy. 

Mr. THOMASON. I do not know of 
such a · person. I do not. speak for any­
body but myself, but I trust them to 
the limit, and I think they are great 
men and doing a great job and ought 
to be left where they are until this ter­
rible war is over. I might go a little 
'further and say that i do not belong to 
a school that thinks the man who does 
not agree with me is a Communist or a 
Fascist. We are going to find out the 
facts. If a man has a commission in 
our Army, that is public business. That 
is the taxpayers business. It is the busi­
ness of the people of America to know 
the character and thinking of its Army 
officers and that is all this committee is 
charged with doing, and I will say that 
without fear and without favor that is 
what this committee is tr-ying to find out. 
We will undertake to get the facts and 
you can arrive at your own _90nclusions. 

INCREASED COMPENSATION FOR 
AMPUTEES 

Mrs. ROGERS of Massachusetts, Mr . 
Speaker, I ask unanimous consent to ad­
dress the House for 1 minute, and to in­
clude as part of my remarks a letter 
from General Hines stating that the pas­
sage of the bill introduced by the gentle­
man from Mississippi [Mr. RANKIN], 
chairman of the Committee on World 
War Veterans, for increased compensa­
tion for amputees, would serve a useful 
purpose. In that letter General Hines 
urges speedy enactment of legislation for 
the amputees. 

The SPEAKER. Is there objection to 
the request of the gentlewoman from 
Massachusetts? . 

There was no objection. 
Mrs. ROGERS of Massachusetts. Mr. 

Speaker, late yesterday afternoon the 
Committee on World War Veterans 
unanimously reported a bill which would 
increase in certain instances compensa­
tion p-aid to amputees. I regret very 
inuch that higher rates of compensation 
were not given to the amputees, but 
the Bureau of the Budget had already 
cleared this particular bill. At any rate, 
the bill tends to equalize certain inequal­
ities that now exist between the compen­
sation paid to amputees of World War I 
and amputees of Wo~ld War II. Doctors 

tell me that the loss of a hand or a 
foot is a great shock to a person, there 
is always a feeling of frustration and a 
very difficult adjustment to make. I be­
lieve their lives are often shortened be­
cause of their disabilities. 

Under the Rankin bill, no increase 
whatsoever is given for a single amputa­
tion and no increase is given for the loss 
of an arm or a ·foot or an eye. No in­
crease is given to a man who has lost both 
·eyes or both feet or both hands. And the 
rates in the other brackets are too low. 
I consider the increased rates of com­
pensation in this bill too low. I doubt 
if any Member of Congress can leave 
Washington happily if the amputees are 
not given added compensation. · 

In past years we have passed a great 
deal of legislation for the veterans. The 
Rating Schedule Board also has not in­
terpreted it always as we thought it 
would. If this bill passes-and I hope 
it will be brought up and passed quickly­
the Senate can then make certain adjust­
ments and changes when it reaches the 
other side, and I know certain inequali­
-ties that' exist even with this bill will be 
corrected over there. 

Mr. Speaker, under leave to extend my 
remarks, I include a portion of General 
Hines' letter, above referred to: 

There are forwarded herewith two copies 
of a draft of a proposed bill entitled "A bill 
to amend the veterans' regulations to pro­
vide additional rates of compensation or pen­
sion and remedy inequalities as to specific 
service-incurred disabilities in excess of total' 
dsability," with the request that same be 
introduced and referred to the appropriate. 
committee for consideration. 

The proposed legislation would provide 
·rates of pension for specific service-incurred 
disabilities under Veterans' Regulation No. 1 

· (a), as amended, on a parity with the rates 
of compensation payable for similar disabili­
ties under the World War Veterans' Act, 1924, 
as amended, and remove certain inequalities 
which now exist, particularly as between vet­
erans ·of World War I and World War II. It 
would also recognize the great difference ex­
isting between double amputations at var­
ious levels and provide a more flexible scale 
for the authorization of monetary benefits 
to the most severaly disabled veterans. 

The rates of compensation payable to vet­
erans of World War I under Public Law 141, 
Seventy-third Congress, March 28, 1934, which 
· reenacted, with limitations, certain provi-
sions of the World War Vete:"ans' Act, 1924, 
as amended, which had been repealed by the 

. Economy Act (Public Law 2, 73d Cong.) are 
the rates (or 75 percent of the rates if the 
disability is connected with service by virtue 
of statutory presumptions), provided by the 
World War Veterans' Act, 1924, as amended. 
The rates of pension payable for specific serv­
ice-incurred disabilities to persons who meet 
the requirements of Public Law 2, Seventy­
third Congress, March 20, 1933, as amended, 
are governed by part I, paragraph II, sub­
paragraphs (k) to (o), Veterans' Regulation 
No. 1 (a), as amended, with respect to vet­
erans of the Spanish-American war, includ­
ing the Philippine Insurrection and Boxer 
Rebellion, World War I and World War II, 
and by part II, paragraph II, subparagraphs 
(k) to (o), for persons who served in active 
military or naval service on or after AprU 
21, 1898, in time of peace. The rates pro-

. vided for peacetime service under part II of 
the regulation are approximately 75 percent 
of the rates provided for wartime service 
under part I._ 
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The rates of pensio.1 for wartime service 

under part I of Veterans Regulation No. 1 
(a), as amended, have since been~ extended 
to persons entitled to pension for service­
incurred disabillties under the general pen­
sion law (Civil War and Indian War vet­
erans) and to persons whose disabilities re­
sulted from extra-hazardous peacetime serv­
ice, and who are eligible for pension under 
the general pension law or part II, Veterans 
Regulation No.1 (a), as amended. Likewise, 
the rates of pension for peacetime service­
incurred disabilities under part II of the reg­
ulation have been extended to persons who 
served in time of peace prior to April 21, 
1898, who are entitled to pension under the 
general pension law. Thus it will be noted 
that numeroos groups are affected by the 
rates provided in part I and part II of Vet­
erans Regulatfon No.1 (a), as amended. 

Aside from the ine1ualities which exist as 
between World War I and World War II vet­
erans by reason of the rates for specific serv­
ice-incurred disabilities under existing law, 
particularly as affecting blind veterans, no 
differentiation is made in the rates for spe­
cific disabilities under Veterans Regulation 
No. 1 (a), as amended, among double ampu­
tations at various levels. For example, the 
blinded World War r veteran receives gener­
ally $215 per month with a minimum require­
ment of 5/200 visual acuity. The World War 
II veterans receives only- $190, with a mini­
mum requirement of light perception unly. 
Further, a World War I veteran receives $35 
per month for loss or loss of use of hand or 
foot in addition to any other rate, with $300 
as the maximum amount. The World War 
II veteran receives this additional allowance 
of .35 per month only when the basic pension 
is between $11.50 and $115 per month, with 
$265 as the maximum amount. 

The bill would continue the existing re­
quirement of blindness of one eye, with only 

. light perception for the $35 additional 
monthly rate, but would provide specific rates 
for three grades of blindness ( 1) with 5/200 
visual acuity or less; (2) requiring regular 
aid and attendance; and (3) anatomical loss, 
at $165, $215, and $235 per month, respec­
tively. The first two grades of blindness 
correspond with provisions of the World War 
Veterans' Act, 1924, as amended, and the 
third, which is total darkness, is a new, 
higher, rate. 
· Whereas previously no allowance has been 
made for blindness of one eye, having only _ 
light perception, in addition to \the loss of 

. two· or three extremities, it is intended under . 
this bill, if enacted, to allow an additional 
$35 per month. for this condition; thus the 
loss of use of both hands, one foot, and one 
eye, to light perception, will be compensated 
at $165, plus two allowances 'of $35 each, or 
$235 per month, under the second part of 
subparagraph (k} . 

The maximum rate, as a result of includ­
ing helplessnes::; as one of the entitling 
multiple disabil1ties, is intended to cover, 
in addition to obvious losses and blindness, 
transverse myelitis with loss of use of both 
legs and loss of anal and ·bladder sphincter 
control, generally resulting from severance 
of the spinal cord in action or incident to 
airplane or motorized military equipment 
crashes; also the loss of use of two ex­
tremities with near blindness and absolute 
deafness, or with severe multiple injuries 
outside the useless extremities, these condi­
tions- being construed as loss of use of two 
extremities and helplessness. 

It is deemed necessary, in the interests of 
veterans whose disabilities exceed the re­
quirements for any specific rate, to vest au­
thority in the Administrator, in his discre­
tion, to allow the next higher or an inter­
mediate rate in such cases. 

As enactment of the proposed legislation 
will fUlfill an urgent need and serve a bene­
ficial and equitable purpose, ft is desirable 

that this legislation be secured at the earliest 
possible date. 

ENROLLED JOINT RESOLUTION SIGNED 

Mr. ROGERS of New York, from the 
Committee on Enrolled Bills, reported 
that that committee had examined and 
found truly enrolled a joint resolution 
of the House of the following title, which 
was thereupon signed by the Speaker: 

H. J. Res. 98. Joint resolution relating to 
the marketing of fire-cm·ed tobacco under 
the Agricultural Adjustment Act of 1938, as 
amended. 

BILLS AND JOINT RESOLUTION PRE­
SENTED TO THE PRESIDENT 

Mr. ROGERS of New York, from the 
Committee on Enrolled Bills, reported 
that that committee did on July 18, 1945, 
present to the President, for his ap­
proval, bills and a joint resolution of 
the House of the following titles: 

H. R. 715. An act to provide for the transfer 
by the Secretary of War of the Roseburg 
Rifie Range, Douglas County, Oreg., to the 
Reconstru~tion Finance Corp.; 

H. R. 905. An act for the relief of Pat··. 
T. Thompson; 

H. R. 3294. An act to permit amendment of 
the existing compact or agreement between 
the State of Ohio and the Commonwealth 
of Pennsylvania relating to Pymatuning 
Lake; 

H. R. 3477. An act authorizing the improve­
ment of certain harbors in the interest of 
commerce and navigation; 

H. R. 3549. An act to provide for the con­
veyance of certaiP Weather Bureau property 
to Norwiqh University, Northfield, Vt.; and 

H. J. Res. 228. Joint - resolution to amend 
the District of Columbia Teachers' Salary 
Act of 1945. 

ADJOURNMENT 

Mr. RAMSPECK. Mr. Speaker, I 
move that the House do now adjourn. 

The motion was agreed to; accordingly 
<at 12 o'clock and 50 minutes P;) m.) the 
House adjourned until tomorrow, Friday, 
July 20, 1945, at 12 o'clock noon. 

EXECUTIV~ COMMUNICATIONS, ETC. 

Under clause 2 of rule XXIV, executive 
communications were taken from the 
Speaker's table and referred as follows: 

613. A letter from the Atlministrator, Vet­
erans' Administration, transmitting a draft of 
a proposed bill to amend the veterans regula­
tions to provide additional rates of compen­
sation or pension and remedy inequalities as 
to specific service-incurred disabilities in ex­
cess of total disability; to the Committee on 
World War Veterans' Legislation. 

614. A letter from the President of the 
Board of Commissioners of the District of 
Columbia, transmitting a draft of a. proposed 
bill to provide for the opening of a road 
within the bountlaries of the District of Co­
lumbia Training School property in Anne 
Arundel County, Md.; to the Committee on 
the District of Columbia. 

615. A letter from the Secretary of the De­
partment of Agriculture, transmitting copies 
of the quarterly estimates of personnel re­
quirements fcir each of the Department's re­
porting units for the quarter ending June 30, 
1945; to the Committee on the Civil Service. 

616. A letter tram the President or the 
Board of Commissioners of the District of 
Columbia, transmitting a draft of a proposed . 
bill to provide for the taxation of rolling 
stock of railroad and other companies oper­
ated in the District of Columbia, and for 
other purposes; to the Committee on the 
District of Columbia. 

PUBLIC BILLS i\ND RESOLUTIONS 

Under clause 3 of rule XXII, public 
bills and resolutions were~ introduced and 
severally referred as follows: 

By Mr. COLMER: 
H . R. 3851. A bill to provide for adminis­

tration of the Surplus Property Act of 1944 
by a Surplus Property Administrator; to the 
Committee on Expenditures in the Executive 
Departments. 

By Mr . MILLS: 
H. R. 3852. A bill to promote the progress 

of science and the useful arts; to secure the 
national defense; to advance the national 
~alth, prosperity, and welfare, and for other 
purposes; to .the Committee on Interstate 
and Foreign Commerce. 

By Mr. ENGLE of California: . 
H. R. 3853. A bill providing housing for 

.veterans of World War ' II regularly enrolled 
as students at universities or colleges; to the 
Committee on World War Veterans' Legisla­
tion. 

MEMORIALS 

Under clause 3 of rule XXII, memo­
rials were presented and referred as 
follows: 

By the SPEAKER: Memorial of the House 
of Representatives of Uruguay in honor of 
Franklin D. Roosevelt; to the Committee on 
Foreign Affairs. 

PRIVATE BIJ;..LS AND RESOLUTIONS 

Under clause 1 of rule XXII, private 
bills and resolutions were introduced and. 
severally referred as follows: 

By Mr. CURLEY: 
H. R. 3854. A bill for the relief of the estate 

,of Robert Mahoney; to the Committee on 
Claims. 

By Mr. FOLGER: 
H. R. 3855. A bill for the relief of Martin 

A. Tucker and Emma M. Tucker; to the Co!ll-. 
mittee on Claims. 

By Mr. GAMBLE: 
H. R. 3856. A bill for the relief of Francesco 

Garuffi; to the Committee on Immigration 
and Naturalization. 

, By Mr. IZAC: 
H. R . 3857. A bill for the relief of Warren 

H. Thompson and Madeline Parent; to the 
Committee on Claims. 

By Mr. SOMERS of New York: 
H. R. 8858. A bill to authorize the cancel­

lation of deportation · proceedings in the case 
of Alphonse Pellicano; to the Committee on 
Immigration and Naturalization. 

By Mr. SPRINGER: 
H. R. 3859. A bill for the relief of Iva Gavin; 

to the Committee on Claims. 

PETITIONS, ETC. 

Under clause 1 of rule XXII, petitions 
and papers were lai-d on the Clerk's desk 
and referred as follows: 

1100. By Mr. KtThTKEL: Eighteen petitions, 
totaling 550 names, against prohibition legis­
lation; to the Committee on the Judiciary. 

1101. By Mr. SHORT; Petition of Mrs. Earl 
Gahagan and other persons of Jasper County, 
Mo., urging the passage of the Bryson bill, 
H. R, 2082; to the CommitteP. on the Judicf!lry. 

1102. By the SPEAKER: Petition of board 
of directors of the Chamber of Commerce of 
Honolulu, petitioning consideration of their 
resolution with reference to nomination of a 
citizen of the Territory of Hawaii for appoint­

·ment to the United States Circuit Court of 
. Appeals for the Ninth Circuit; t6 the Com-
mittee on the Judiciary. 

1103. Also, petition of Branch 11, Boston, 
. Workmen's Benefit Fund of America, peti­
tioning consideration of their resolution with 
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reference to protesting any and all pro­
posals for compulsory peacetime military 
training; to the Committee on Military Af­
fairs. 

1104. Also, petition of the Lincoln Electric 
Co., Cleveland, Ohio, petitioning considera­
tion of their resolution with reference to 
welding the Liberty Bell; to the Committee 
on the Library. 

SENATE 
FRIDAY, JULY 20, 1945 

<Legislative day of Monday, July 9, 1945) 

The Senate met at 11 o'clock a. m., on 
the expiration of the recess. 

Rev. Clyde Brown, diocesan missioner 
of the Protestant Episcopal Church, dio­
cese of Washington, D. C., offered the 
following prayer: 

Almighty God, who hast given us this 
good land for our heritage and hast made 
of this Nation the cradle of freedom and 
good will, we beseech Thee to be present 
with the Members of the Senate of the 
United States here assembled. Guide 
them in all their deliberations with Thy 
Holy Spirit that, being freed from all 
error, ignorance, pride, and prejudice, 
their judgments may be just and equi­
table, not only for the people of this Na­
tion but for all peoples; that this Nation, 
under God, may take its rightful place in 
helping to lead the troubled and war­
torn world to a true and lasting peace 
based on justice and rigbt to all mankind. 

Give to all of us the will to do our full 
share in restoring the desolate and down­
trodden peoples, wherever they may be, 
not only with sustenance for their bodies 
but also peace to their souls through free­
dom from tyranny and want and the 
opportunity to choose their own way of 
life. 

All of which we humbly ask in the 
name of Him who gave His life that we 
might be free. Amen. 

THE JOURNAL 

On request of Mr. BARKLEY, and by 
unanimous consent, the reading of ·the 

-Journal of the proceedings of the cal­
endar day Thursday, July 19, 1945, was 
dispensed with, and the Journal was 
approved. 

MESSAGES FROM THE PRESIDENT­
APPROVAL OF BILLS 

Messages in writing from the President 
of the United States were communicated 
to the Seriate by Mt. Miller, one of his 
secretaries, and he announced that on 
July 14; 1945, the President had approved 
and signed the following acts: 

S. 24. An act for the relief o{ the Truckee­
Carson Irrigation District; 

S. 100. An act to authorize an exchange of 
certain lands with William W. Kiskadden in 
connection with the Rocky Mountain Na­
tional Park, Colo.; 

S. 301. An act for the relief of M~ . and Mrs. 
James E. McGhee; 

S. 454. An act to revive and reenact the act 
entitled "An act creating the Arkansas-Mis­
sissippi Bridge Commission; defining the 
authority, power, and duties of said Com­
mission; and authorizing said Commission 
and its successors and assigns to construct, 
maintain, and operate a bridge across the 

Mississippi River at or near Friar Point, Miss., 
and Helena, Ark., and for other purposes," 
approved May 17, 1939; 

S. 497. An act to amend an act entitled 
"An act to provide for the purchase of pub­
lic lands for home and .other sites," approved 
June 1, 1938 (52 Stat. 609); 

S. 501 . An act for the relief of the Catholic 
Chancery Office, Inc.; 

S. 527. An act to extend the times for com­
mencing and completing the construction of 
a bridge across the St. Croix River at or near 
Hudson, Wis.; 

S. 660. An act to transfer certain lands sit­
uated in Rapides Parish, La., to board of 
supervisors of Louisiana State University. and 

' Agricultural and Mechanical College; 
S. 712. An act for the relief of William 'B. 

Scott; 
S. 748. An act for the relief of Nita Rodlun; 
S. 761. An act ' to reimburse certain Navy 

personnel and former Navy personnel for per­
sonal property lost or damaged as a result 
of a fire in Quonset hut occupied by Eighty­
third United States Naval Construction Bat­
talion at Camp Rosseau, Port Hueneme, 
Calif., on December 22, 1944; 

S. 812. An act to amend section 3 of the 
·San Carlos Act (43 Stat. 475--476), as sup­
plemented and amended, and for other pur­
poses; 

S . 822. An act to reimburse certain Navy 
personnel for personal property lost or dam­
aged in a fire at Naval Base 2, Rosneath, 
Scotland, on October 12, 1944; 

S. 824. An act to reimburse certain Navy 
personnel and former Navy personnel for per­
sonal property lost or damaged as a result 
of a fire in Quonset hut E-12 at the am­
phibious training base, Camp Bradford, 
naval operating base, Norfolk, Va., on Janu-
ary 20, 1945; • 

S. 867. An act for the relief of Ruby Doris 
Calvert, as administratrix of the estate of 
Frederick Calvert, deceased; and 

S. 911. An act authorizing the conveyance 
of certain lands. to the city of Cheyenne, Wyo. 

PROPOSED FULL-EMPLOYMENT LAW 

Mr. WAGNER. Mr. President, as 
chairman of the Banking and Currency 
Committee, I have just received an ex­
tremely significant report on the ·full­
employment bill, S. 380, now pending be­
fore the committee. 

This report is from Mr. Henry 
Morgenthau, and represents his last offi­
-cial act as Secretary of the Treasury. 
"I could not leave the Treasury with a 
sense of having completed my work," 
writes Mr. Morgenthau, "without in­
forming you of my strong support for 
S. 380, the so-called full-employment 
bill." 

With regard to the extensive hearings 
the committee is now planning on this 
measure, Mr. Morgenthau makes the fol­
lowing statement: 

The fact that you and your committee plan 
to come to grips with the practical side of 
this problem is to me highly encouraging. 
* * * Under the searching spotlight of 
public discussion and the give-and-take of 
congressional hearings, we often . find our­
selves in agreement on objectives, and prac­
. tical men in Congress find a way of bridging 
our differences over methods. It is my earn­
est hope-my expectation-that this will oc­
cur in the course of your hearings on S. 380. 

Concluding his report, Mr. Morgen­
thau states: 

Prompt enactment of S. 380 will give this 
country-industry, agriculture, labor, and 
government-a definite policy with w ... 1ich 
to approach the epoch-making problems of 
reconversion. Delay, on the other hand, 
offers the spectacle of this country facing 

this rapidly approaching crisis with inde­
cision, confusion, and stop-gap emergency 
measures. 

It is extremely significant to me that 
while Mr. Morgenthau ends his distin­
guished career as the Secretary of the 
Treasury with an endorsement ·of the 
full-employment bill, his successor in 
that high office, Mr. Fred ·Vinson, has 
also taken a position of leadership on 
behalf of the same proposal. In Mr. 
Vinson's recent report to the committee 
as War Mobilization and Reconversion 
Director, he stated that the full-employ­
ment bill is the necessary first step from · 
which a full-dress program of economic 
policies to promote the well-being of our 
free competitive economy will stem. 

Mr. President, I ask unanimous con­
sent that Mr. Morgenthau's report on 
the full-employment bill, from which I 
have just quoted, be printed at this point 
in the REcORD in connection with my 
remarks. 

There being no objection, · the report 
was ordered to be printed in the REc­
ORD, as follows: 

JULY 16, 1945, 
Hm:l. ROBERT F. WAGNER, 

· United States Senate. 
DEAR BoL: I could not leave the Treasury 

with a sense of having completed my work 
without informing· you of my strong support 
for S. 380, the so-called full-employment 
bill 

I think too much time and effort have 
been wasted on ideological word battles 
over the subject of full employment. Too 
little time and effort have been directed to 
the much more difficult-and less spectacu­
lar-task of making a fair and impartial 
study of v1hat industry, agriculture, labor, 
and government can do to give this country 
the best possible assurances of a sound and 
balanced economic structure after the war. 

The fact that you and your committee plan 
to come to grips with the practical side of 

. this problem is to me highly encouraging. 
It offers assurance of that kind of a down­
to-earth examination of the facts which is 
characteristic of the American democratic 
process at its best. Under this process many 
of us are inclined to fuss and fume at the 
start over the irreconcilable attitude of our 
political adversaries. But under the search­

. ing spotlight of public discussion and the 
give and take of congressional hearings, we 
often 'find ourselves in agreement on objec­
tives and practical men in Congress find a 
way of bridging our differences over methods. 
It is my earnest hope--my expectation-that 
this 'Vill occur in · the course of your hearings 
on S. 380. 

The bill impresses me as being an appro­
priate basis from which to commence an 
analysis of the problem of a prosperous post­
war America-call it full employment if you 
like or high employment as some seem to 
prefer. It is particularly appropriate because 
it directs our initial attention to premises 
and operating principles. It rightly leaves 
for subsequent determination the formula­
tion of actual programs for implementing 
the policies established in S. 380 . 

I am, therefore, more interested at this 
time in the approach of S. 380 to the problem 
of full employment than I am in the detail of 
its actual provisions. I am strongly of the 
opinion that government does have a definite 
responsibility, together with industry, agri­
culture and labor, for seeing to it that a 
sound and prosperous economy in this coun­
try is maintained-an economy that will be 
able to absorb profitably the honest toil of 
the American worker and offe:r full encour­
agement to American productive genius. The 


		Superintendent of Documents
	2017-07-18T15:37:45-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




